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BOOMS  OF  THE  INTERSTATE  COMMERCE  COMMISSION. 

Washington,  D.  C.,  Tuesday,  November  17, 

The  Convention  met  at  11  o'clock  A.  M.,  being  called  to  order 
by  the  President,  Laurence  B.  Finn,  of  Kentucky,  with  William 
H.  Connolly  as  secretary. 

The  PRESIDENT.  Gentlemen  of  this  Association,  the  time  has  ar- 
rived for  the  opening  of  the  Twenty-sixth  Annual  Convention  of 
the  National  Association  of  Railway  Commissioners.  If  we  will 
just  be  patient  and  wait,  and  while  waiting  hope,  the  echoes  from 
the  sighs  of  sorrow  will  be  drowned  in  the  laughter  of  an  un- 
expected surprise.  We  are  sorry  that  the  chairman  of  the  Inter- 
state Commerce  Commission,  Judge  Harlan,  will  not  be  privileged 
to  welcome  you,  but  we  are  glad  to  announce  that  Judge  Clements 
of  the  Interstate  Commerce  Commission  will  do  so.  (Applause.) 

ADDRESS  OF  WELCOME. 

Honorable  JUDSON  C.  CLEMENTS,  of  the  Interstate  Commerce 
Commission :  Mr.  President  and  gentlemen  of  the  convention,  I 
deeply  regret  the  cause  of  my  substitution  for  the  Chairman  of 
this  Commission  on  this  occasion,  but  it  is  with  pleasure  that  I 
am  permitted  to  express  the  hearty  welcome  by  all  of  the  mem- 
bers of  the  Interstate  Commerce  Commission  to  this  assembly. 

In  years  past  when  this  association  assembled  in  annual  con- 
vention a  conspicuous  theme  of  discussion,  upon  which  much 
stress  Avas  laid,  was  the  necessity  and  propriety  of  co-operation, 
to  the  end  that  we  might  produce  uniform  action  in  so  far  as 
practicable  and  in  so  far  as  uniformity  might  result  in  justice. 
In  no  other  wray  can  uniformity  be  so  well  promoted  as  by  co- 
operation and  discussion  in  a  convention  like  this,  based  upon 
the  experience  of  commissions  and  commissioners  representing  the 
various  States  and  the  Federal  Government. 

Sometimes,  if  we  listen  to  the  representations  that  have  been 
made,  it  would  seem  that  no  headway  had  been  made  towards 
uniformity  and  that  co-operation  was  entirely  wanting;  but  the 
results  do  not  justify  so  pessimistic  a  view. 
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Among  the  conspicuous  things  that  have  resulted  in  approxi- 
mate uniformity  throughout  the  country  is  the  form  and  sub- 
stance of  annual  reports,  a  matter  which  is  itself  of  great  value 
to  regulating  bodies.  Another  is  the  uniform  demurrage  code. 
Another  which  is  by  no  means  of  small  importance  is  the  com- 
prehensive system  of  express  rates  throughout  the  country,  both 
as  to  the  rates  themselves  and  the  simple  and  understandable 
manner  of  stating  them. 

There  are  many  other  particulars  in  which  co-operation  and 
exchange  of  views  have  been  fruitful  of  good  results.  When  I 
speak  of  co-operation,  I  speak  of  it  not  only  as  between  the  State 
commissions  and  the  Interstate  Commerce  Commission,  but  also 
as  between  carriers  and  commissions.  The  carriers  have  in  a 
commendable  degree  co-operated  in  many  ways  in  respect  to  the 
systems  of  accounts,  forms  of  annual  reports  and  so  forth,  and 
liave  been  extremely  helpful. 

After  all  it  is  an  easy  matter  to  repeat  the  platitudes  that  we 
very  often  hear,  that  rates  should  be  reasonable  and  just  and 
Tree  from  undue  discrimination,  and  that  carriers  are  entitled  to 
-earn  a  fair  return  upon  the  investment  and  upon  their  property; 
"but,  while  these  are  sound  and  while  they  justify  themselves  be- 
-cause  of  their  fairness,  they  are  of  little  comfort  either  to  the 
public  or  to  the  carriers  unless  they  produce  fair  and  just  results 
in  concrete  form.  The  public  as  well  as  the  carriers  are  interested 
In  the  things  which  are  done,  the  results  which  are  achieved. 
Therefore  it  seems  to  me  there  has  been  no  time  since  I  have  been 
an  attendant  upon  these  conventions  when  there  was  so  much  need 
for  co-operation  as  at  this  time.  I  do  not  mean  co-operation  so 
much  with  respect  to  the  form,  or  the  formula  in  which  procedure 
may  be  had,  but  with  respect  to  the  fundamental  principles  which 
underlie  and  must  guide  our  action  in  respect  to  concrete  results. 
It  would  seem  that  if  the  underlying  principles  are  sound,  there 
ought  to  be  less  difficulty  in  arriving  at  that  which  is  right  as  a 
fundamental  guide  for  action,  than  there  would  be  in  respect  to 
the  mere  form  of  carrying  out  those  principles.  I  can,  perhaps, 
•best  illustrate  what  I  have  in  mind  by  a  supposititious  case  which 
I  will  cite  as  an  example. 

Suppose  that  State  A  has  no  fixed  or  special  State  policy  other 
than  simply  the  principle  that  rates  shall  be  reasonable  and  just 
and  free  from  undue  discrimination,  and  the  adjoining  State,  B, 
has,  through  its  legislature,  commission,  or  in  some  other  way, 
expressed  a  special  State  policy  to  the  effect  that,  for  the  en- 
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couragemeut  of  travel,  passenger  rates  should  be  made  lower  than 
to  bear  their  fair  proportion  of  the  general  burden  of  transporta- 
tion, with  the  understanding  that  enough  higher  rates  may  be 
placed  upon  freight  to  afford  a  fair  aggregate  compensation  to 
the  carriers  for  the  entire  business.     'Still  another  State  may 
adopt  the  policy  of  the  first  one,  and  another  the  policy  of  the 
second  one.    Then  suppose  there  comes  before  the  Interstate  Com- 
merce Commission  a  question  of  the  reasonableness  of  the  inter- 
state rate  over  the  line  of  a  carrier  passing  across  all  of  these 
States.     The  Federal  government  has  not  expressed  any  policy 
in  regard  to  this  question  of  an  unequal  distribution  of  the  bur- 
dens between  the  freight  and  the  passenger  business,  neither  has 
it  expressed  any  policy  except  that  written  into  the  law  that  all 
rates  and  fares  shall  be  reasonable  and  just.     That  would  seem 
to  imply  that  each  fare  and  each  rate  should  be  reasonable  and 
just  with  reference  to  the  service  performed.     Now  it  is  easy  to 
see  the  embarrassments  and  the  practical  difficulties  confronting 
not  only  the  Interstate  Commerce  Commission  but  all  of  the  State 
commissions  in  dealing  with  a  situation  Jbrought  about  in  such  a 
way.     It  is  not  necessary  for  me  to  go  into  detail,  neither  can 
the  illustration  which  I  have  presented  be  said  to  be  an  imaginary 
one.     I  use  it  for  the  purpose  of  appealing  for  co-operation  and 
frank  and  fair  discussion,  in  order  to  meet  the  situation  illus- 
trated to  the  end  that  all  of  us,  whether  from  the  standpoint 
of  the  Federal  government  or  of  the  States,  may  reach  some  basis 
of  concurrent  agreement  and  uniform  action  for  the  elimination 
of  difficulties  presented  by  the  situation  which  I  have  detailed. 
It  is  only  one  of  a  group  of  similar  situations,  and  it  would 
seem  that  the  remedy  would  be — if   I  may  suggest  it — in  an 
earnest,  courageous  and  frank  discussion  and  consideration  of 
these  matters  which  may  lead  to  uniformity  of  opinion  and  con- 
current action  with  respect  to  the  underlying  principles  which 
shall  govern  con«rete  action.     So  long  as  these  inconsistent  ancl 
conflicting  policies  dictate  the  action  which  shall  be  taken,  one  in 
one  State  and  another  in  another,  resulting  in  a  situation  which 
must  be  dealt  with  by  the  Federal  government,  we  will  have 
complexities  and  difficulties  and  discriminations  and  discontent. 
In  my  judgment  the  time  has  come  Avhen  earnest  consideration 
should  be  given  to  this  situation,  to  the  end  that  causes  of  com- 
plaint due  to  discrimination  and  difficulties  and  embarrassments 
of  this  sort  may  be  taken  hold  of  and  dealt  with  in  the  most 
vigorous  way. 


NATIONAL   ASSOCIATION    OF   RAILWAY    COMMISSIONERS. 

I  am  not  going  to  take  your  time  in  enumerating  detailed  in- 
stances of  difficulties  of  this  sort,  other  than  as  indicated  in  what 
I  have  said ;  but  it  must  be  manifest  to  all  as  never  before  that 
situations  of  this  sort  must  be  met.  And  to  repeat  and  emphasize, 
I  can  think  of  no  other  way  in  which  it  is  to  be  done  except  by 
free,  full,  courageous  and  frank  exchange  of  ideas,  with  a  view 
to  coming  together  in  the  recognition  of  what  are  the  sound  and 
true  principles  upon  which  action  shall  be  based.  I  would  ask 
if  there  is  any  other  basis  than  that  which  recognizes  that  all  rates 
shall  be  reasonable  and  just?  Does  not  that  mean  that  each  rate 
shall  be  reasonable  and  just,  and  that  they  shall  be  just  and 
reasonable  all  together,  with  reference  to  the  service  to  be  per- 
formed? I  know  of  no  justifying  reason  why  there  should  be  a 
policy  in  one  State  in  conflict  with  that  in  another  State,  or  why 
there  should  be  any  deviation  from  the  general  rule  of  fairness 
and  justice  to  the  end  that  the  burdens  of  transportation  shall 
be  approximately  distributed  pro  rata,  so  far  as  may  be  prac- 
ticable, in  order  that  each  and  every  service  shall  be  reasonably 
compensated,  and  the  burdens  distributed  as  equally  and  fairly 
as  may  be. 

Responsibilities  bring  the  necessity  for  great  caution  and  care 
in  the  action  we  take.  I  think  the  first  convention  of  this  associa- 
tion that  I  remember  to  have  attended  was  in  1892.  At  that 
time  it  was  a  meagre  skeleton  as  compared  with  to-day.  Perhaps 
less  than  half  the  States  that  then  composed  the  Union  had  com- 
missions, and  the  majority  of  those  that  had  organized  commis- 
sions had  given  them  authority  only  to  investigate  and  advise. 
The  number  of  States  in  this  Union  has  grown  considerably  since 
that  time  and  nearly  all  now  have  commissions.  The  great 
majority  of  them  have  created  commissions  and  clothed  them  with 
real  authority.  At  that  time  the  Interstate  Commerce  Commission 
was  practically  nothing  but  an  investigating  and  advisory  body, 
but  since  then  it  has  been  clothed  with  much  more  authority. 
And  I  want  to  repeat  and  emphasize  that  this  increase  in  the  num- 
ber of  State  commissions  among  the  48  States  of  our  Union,  and 
the  clothing  of  them  with  actual  authority  to  control  in  these 
matters,  brings  home  to  each  commission  and  to  each  commis- 
sioner the  weight  of  present  responsibilities.  It  is  one  thing  to 
advise  in  a  loose  and  general  way  and  a  very  different  thing  to 
say  explicitly  in  an  order  what  a  carrier  shall  do,  when  the  order 
is  to  affect  the  revenues  of  that  carrier  and  its  ability  to  perform 
its  service,  and  to  declare  in  an  accurate  enforcible  order  what 
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are  the  rights  between  the  parties,  respecting  what  one  shall  pay 
and  the  other  receive. 

So  that  a  convention  of  this  sort  to-day  is  a  very  different 
institution  from  that  of  twenty  years  ago,  and  for  this  reason 
these  discussions  should  be  directed  to  the  accomplishment  of 
actual  results  on  sound  bases  which  will  promote  righteousness 
and  justice  as  between  the  parties  to  be  affected  by  them. 

In  what  I  have  said  I  want  it  understood  that  I  have  been 
speaking  for  myself  alone.  Since  I  was  notified  that  I  should 
be  substituted  for  our  chairman  I  have  not  had  an  opportunity  to 
submit  to  my  associates  on  the  Interstate  Commerce  Commission 
any  of  the  suggestions  which  I  have  here  made.  Therefore  I  do 
not  know  whether  they  would  concur  in  whole  or  in  part,  in  what 
I  have  said.  I  have  no  reason  to  assume  that  they  would  differ 
from  me,  and  on  the  other  hand  I  have  no  authority  to  say  that 
they  would  agree  to  all  I  have  said.  One  thing  I  do  feel  fully 
authorized  to  do  without  reservation,  and  that  is  to  assure  you 
on  behalf  of  each  and  every  member  of  the  Interstate  Commerce 
Commission  a  hearty  welcome  to  these  quarters  and  to  all  that  we 
can  offer  you  in  the  way  of  assistance  in  the  performance  of  your 
work  and  the  conduct  of  your  discussions  at  this  convention, 
whose  recommendations  and  action  count  for  a  vast  deal  more 
than  in  former  years  when  there  was  no  effective  regulation  as 
compared  with  to-day  by  reason  of  the  powers  vested  in  the  com- 
missions of  the  various  States  as  well  as  the  Interstate  Com- 
merce Commission. 

The  whole  end  and  purpose  of  all  regulations,  as  all  will  recog- 
nize, is  to  promote  the  ends  of  justice,  avoid  unjust  discrimina- 
tion, give  a  fair  return  to  the  carriers  for  the  service  they  render, 
and  make  a  fair  distribution  of  the  burdens  among  those  whom 
they  serve.  I  submit  that  this  can  never  be  done  adequately  and 
satisfactorily  except  by  the  recognition  of  a  set  of  underlying 
principles  which  shall  govern  the  concrete  action  that  flows  from 
those  principles.  There  must  be  those  things  which  are  right 
and  sound ;  and  courageous,  open,  and  frank  discussion  here  will 
tend  to  eliminate  those  ideas  which  are  faulty  and  to  promote 
the  survival  of  the  fittest. 

I  feel  that  I  have  taken  as  much  of  your  time  as  I  ought  in 
making  these  opening  remarks,  and  I  thank  you  very  much  for 
your  attention. 

( Applause. ) 
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RESPONSE  OF  THE  PRESIDENT. 

The  PRESIDENT.  On  behalf  of  the  Association  I  desire  to  thank 
you, -Judge  Clements,  for  your  words  of  hearty  welcome,  and  to 
assure  you  that  we  will  also  take  counsel  from  your  words  of 
wisdom. 

MEMBERS  IN  ATTENDANCE. 

The  PRESIDENT.  The  reading  of  the  call  for  this  convention  will 
be  dispensed  with,  and  the  Secretary  will  call  the  roll  of  States. 
As  the  roll  is  called,  will  some  member  of  the  commission  from 
each  State  announce  who  are  present? 

The  Secretary  called  the  roll  and  the  following  were  found  to- 
be  present : 

Arizona  Corporation  Commission:  F.  A.  Jones  (Commis- 
sioner). 

California  Eailroad  Commission:  John  M.  Eshleman  (Presi- 
dent). 

Connecticut  Public  Utilities  Commission:  Kichard  T.  Higgins 
(Chairman). 

Florida  Eailroad  Commissioners:  E.  Hudson  Burr  (Chair- 
man), N.  A.  Blitch  (Commissioner),  J.  H.  Tench  (Eate  Expert). 

Georgia  Eailroad  Commission :  Chas.  Murphey  Candler  ( Chair- 
man), George  Hilly er  (Vice  Chairman),  J.  Prince  Webster 
(Eate  Expert). 

Illinois  Public  Utilities  Commission:  James  E.  Quan  (Chair- 
man), O.  P.  Thompson  (Commissioner),  Eichard  Yates  (Com- 
missioner), Frank  H.  Funk  (Commissioner),  Walter  A.  Shaw 
(Commissioner),  Everett  Jennings  (Counsel). 

Iowa  Board  of  Eailroad  Commissioners:  Clifford  Thorne 
(Chairman). 

Kansas  Public  Utilities  Commission:  C.  F.  Foley  (Chairman), 
James  A.  Cable,  John  M.  Kinkel,  A.  E.  Helm  (Commerce 
Counsel). 

Kentucky  Eailroad  Commission:  Laurence  B.  Finn  (Chair- 
man), Wm.  F.  Klair,  H.  Green  Garrett. 

Louisiana  Eailroad  Commission:  Shelby  Taylor  (Chairman), 
W.  M.  Barrow  (Counsel). 

Maryland  Public  Service  Commission:  Albert  G.  Towers 
(Chairman),  W.  Laird  Henry  (Commissioner),  E.  Clay  Timanus 
( Commissioner) . 

Massachusetts  Board  of  Gas  and  Electric  Light  Commissioners : 
Forrest  E.  Barker  (Chairman). 
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Minnesota  Kailroad  and  Warehouse  Commissioners:  Chas.  E. 
Elmquist  (Commissioner),  O.  P.  B.  Jacobson  (Commissioner),. 
Thomas  Yapp  (Rate  Expert). 

Missouri  Public  Service  Commission:  John  M.  Atkinson 
(Chairman). 

Nebraska  State  Railway  Commission:  H.  T.  Clarke,  Jr., 
(Chairman),  Thomas  L.  Hall  (Commissioner),  H.  G.  Taylor 
(Commissioner),  U.  G.  Powell  (Rate  Clerk). 

New  Hampshire  Public  Service  Commission :  Edward  C.  Niles 
(Chairman),  John  E.  Benton  (Clerk),  Thomas  W.  D.  Worthen 
(Commissioner). 

New  Jersey  Board  of  Public  Utility  Commissioners :  Ralph  W. 
E.  Donges  (President),  H.  S.  Lyon  (Statistician). 

New  York  Public  Service  Commission  (First  District)  :  Milo 
R.  Maltbie  (Commissioner),  Travis  H.  Whitney  (Secretary), 
James  B.  Walker  (Assistant  Secretary). 

New  York  Public  Service  Commission  (Second  District)  : 
Martin  S.  Decker  (Commissioner),  Frank  H.  Mott  (Secretary). 

North  Carolina  Corporation  Commission:  Edward  L.  Travis 
(Chairman),  George  P.  Pell  (Commissioner),  A.  J.  Maxwell 
(Clerk),  W.  G.  Womble  (Rate  Clerk). 

North  Dakota  Commissioners  of  Railroads:  W.  H.  Stutsman 
(President),  O.  P.  N.  Anderson  (Commissioner). 

Ohio  Public  Utilities  Commission:  O.  H.  Hughes  (Chairman),. 
Edw.  W.  Doty  (Commissioner),  C.  C.  Marshall  (Commissioner),. 
E.  H.  Hanna  (Auditor  and  Statistician). 

Oklahoma  Corporation  Commission:  George  A.  Henshaw 
(Commissioner),  A.  P.  Watson  (Commissioner). 

Pennsylvania  Public  Service  Commission:  Emory  R.  Johnson 
( Commissioner ) . 

Rhode  Island  Public  Utilities  Commission:  William  C.  Bliss 
(Chairman),  Samuel  E.  Hudson  (Commissioner),  Robert  F.  Rod- 
man (Commissioner),  Geo.  A.  Carmichael  (Agent). 

South  Carolina  Railroad  Commission:  John  G.  Richards,  Jr., 
(Chairman),  G.  McD.  Hampton  (Commissioner),  B.  L.  Caugh- 
man  (Commissioner),  J.  P.  Darby  (Secretary). 

South  Dakota  Railroad  Commission:  F.  C.  Robinson  (Chair- 
man), J.  J.  Murphy  (Vice  Chairman),  W.  G.  Smith  (Commis- 
sioner), P.  W.  Dougherty  (Counsel). 

Texas  Railroad  Commission:  Allison  Mayfield  (Chairman), 
William  D.  Williams  (Commissioner). 


8  NATIONAL   ASSOCIATION    OF   RAILWAY    COMMISSIONERS. 

Virginia  Corporation  Commission:  Robert  R.  Prentis  (Chair- 
man), Win.  F.  Rhea  (Commissioner). 

Washington  Public  Service  Commission:  C.  A.  Reynolds 
(Chairman),  Frank  R.  Spinning  (Commissioner). 

West  Virginia  Public  Service  Commission:  Lee  Ott  (Chair- 
man ) . 

Wisconsin  Railroad  Commission:  Lewis  E.  Gettle  (Secretary). 

Interstate  Commerce  Commission:  Judson  C.  Clements,  of 
Georgia,  Edgar  E.  Clark,  of  Iowa.  Charles  C.  McChord,  of  Ken- 
tucky. Balthasar  H.  Meyer,  of  Wisconsin.  Henry  Clay  Hall,  of 
Colorado.  Winthrop  M.  Daniels,  of  New  Jersey.  George  B. 
McGinty  (Secretary),  Alfred  Holmead  (Assistant  Secretary), 
Joseph  W.  Folk  (General  Counsel),  Charles  A.  Prouty  (Director, 
Division  of  Valuation),  P.  J.  Farrell  (Solicitor,  Division  of 
Valuation),  Lester  Sissler  (Chief  Clerk),  J.  M.  Jones  (Chief  of 
Bureau  of  Tariffs),  W.  J.  Meyers  (Statistician),  Edwin  F. 
Wendt  (Member,  Engineering  Board). 

Board  of  Railway  Commissioners  for  Canada:  S.  J.  McLean 
(Commissioner),  A.  D.  Cartwright  (Secretary). 

Canadian  Department  of  Railways  and  Canals:  J.  L.  Payne 
(Comptroller  of  Statistics). 

Association  of  American  Railway  Accounting  Officers:  C.  P. 
Sturgis  (Chairman),  L.  A.  Robinson,  J.  A.  Taylor. 

American  Electric  Railway  Accountants  Association:  Wm.  F. 
Ham,  Henry  J.  Davis,  C.  L.  S.  Tiiigley. 

REPORT    OF   EXECUTIVE    COMMITTEE. 

The  PRESIDENT.  Next  in  order  will  be  the  reading  of  the  report 
of  the  Executive  Committee. 

Mr.  PRENTIS,  of  Virginia.  Mr.  President  and  gentlemen  of  the 
convention,  I  am  directed  by  the  Executive  Committee  to  present 
the  following  report : 

Washington,  D.  C.,  November  17th,  1914. 

To  the  National  Association  of  Railway  Commissioners: 
The  Executive  Committee  presents  the  following  report: 
We  recommend  the  following  rules  for  this  convention : 
Unless  otherwise  specially   determined,  the  convention  shall 
meet  each  day  at  ten  o'clock  A.  M.,  and  continue  in  session,  sub- 
ject to  motion  for  recess  or  adjournment. 
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ORDER  OF  BUSINESS. 

Report  of  the  executive  committee. 

Address  of  the  president. 

Keport  of  the  secretary. 

The  committee  reports  in  the  following  order: 

Amendment  of  the  Act  to  Regulate  Commerce. 

Car  service,  demurrage,  reciprocal  demurrage,  storage  rules, 
and  charges. 

Express  service  and  express  rates. 

Grade  crossings  and  trespassing  on  railroads. 

Legislation. 

Powers,  duties,  and  work  of  railway  commissioners. 

Railroad  taxes  and  plans  for  ascertaining  fair  valuation  of 
railroad  property. 

Rates  and  rate  making. 

Railway  capitalization. 

Railway  service  and  railway  accommodations. 

Safety  appliances. 

Statistics  and  accounts. 

Shippers'  claims. 

Statistics  and  accounts  of  electric  railways. 

Telephone  and  telegraph  rates  and  service. 

Uniform  classification  and  simplification  of  tariff  sheets. 

Rails  and  equipment. 

Valuation  committee. 

Vacancies  on  committees  shall  be  filled  through  appointment 
by  the  president  from  members  present  at  this  session,  if  it  ap- 
pears that  the  filling  of  such  vacancies  is  necessary  to  the  proper 
construction  of  committee  reports  to  be  presented  to  the  conven- 
tion. The  chairman  of  each  committee,  or  in  the  event  of  his 
absence  the  next  ranking  member  of  the  committee  present,  shall 
present  the  report  when  called  for,  and  shall  make  such  prelim- 
inary statement  with  reference  thereto  as  may  be  thought  proper. 

SPECIAL   COMMITTEES. 

The  president  will,  at  this  morning's  session,  appoint  the  fol- 
lowing special  committees: 

Committee  on  the  time  and  place  for  holding  the  next  conven- 
tion, consisting  of  five  members. 

Committee  on  complimentary  resolutions,  consisting  of  three 
members. 
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Committee  on  memorials. 

The  committee  on  the  time  and  place  for  holding  the  next  con- 
vention are  directed  to  announce  during  this  morning's  session 
the  time  and  place  of  the  first  meeting  of  this  committee,  so  that 
an  opportunity  may  then  be  given  to  all  who  desire  to  be  heard 
on  the  subject. 

Eesolutions  not  relating  to  the  work  of  other  committees  which 
are  provided  will  be  referred  to  the  executive  committee. 

The  election  of  officers  will  be  held  at  three  o'clock  P.  M.,  on 
Wednesday,  November  18th. 

Ayes  and  nays  shall  be  taken  upon  any  question  upon  the  de- 
mand of  five  members,  and  a  division  shall  be  taken  upon  any 
question  upon  the  demand  of  three  members,  and  upon  a  division 
the  record  shall  show  the  number  voting  in  the  affirmative  and 
the  number  voting  in  the  negative. 

Members  are  requested  to  state  in  writing  as  early  in  the  ses- 
sion as  possible  any  special  topics  not  covered  by  committee 
reports  which  they  wish  to  present  to  the  convention  for  discus- 
sion, consideration  or  action. 

SPECIAL  ADDRESSES. 

Inasmuch  as  the  president  has  been  assured  that  there  will  be 
a  full  complement  of  reports  at  this  session  the  executive  com- 
mittee has  only  arranged  for  the  following  special  addresses : 

Address  of  Welcome,  by  Hon.  Judson  C.  Clements,  of  the  In- 
terstate  Commerce  Commission. 

"The  Valuation  of  Carriers  Subject  to  the  Act  to  Regulate 
Commerce,"  by  Hon.  Charles  A.  Prouty,  Director  of  Valuation, 
Interstate  Commerce  Commission. 

Upon  the  motion  of  the  Hon.  Martin  S.  Decker,  who  is  chair- 
man of  the  Committee  on  Express  Service  and  Express  Rates, 
the  Executive  Committee  authorized  the  issuance  of  a  circular 
letter  calling  attention  to  a  meeting  of  that  committee  to  be  held 
at  Chicago  on  December  llth,  1913,  for  conference  with  rep- 
resentatives of  the  express  companies  and  large  shippers,  with 
the  view  of  securing  uniformity  in  the  method  of  stating  intra- 
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state  express  rates  so  as  to  conform  with  the  plan  made  effective 
by  the  Interstate  Commerce  Commission  as  to  interstate  rates. 
This  meeting  was  largely  attended  and  has  unquestionably  pro- 
duced good  results,  of  which  this  convention  will  doubtless  be  in- 
formed by  the  report  of  the  Committee  on  Express  Service  and 
Express  Bates  at  this  session. 
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The  Executive  Committee  held  a  meeting  at  the  La  Salle  Hotel, 
Chicago,  on  December  llth,  1913,  at  which  the  sub-committees  of . 
the  Committee  on  Statistics  and  Accounts  provided  for  by  the 
last  convention  were  appointed.  The  personnel  of  these  sub-com- 
mittees has  been  duly  announced  by  the  President  of  the  Asso- 
ciation. 

This  committee  also  met  in  the  City  of  Washington  on  May 
8th,  1914,  at  the  office  of  the  Hon.  Winthrop  M.  Daniels,  of  the 
Interstate  Commerce  Commission.  Matters  of  general  interest 
were  discussed  informally.  The  following  resolution  was 
adopted : 

"Resolved,  That  the  Executive  Committee  directs  its  Chairman  to  suggest  _  to 
the  Committee  on  Railroad  Taxes  and  Plans  for  Ascertaining  the  Fair  Valuation 
of  Railroad  Property  that  in  the  preparation  of  its  committee  report  for  presenta- 
tion at  the  next  convention,  it  devote  considerable  thought  and  consideration  to 
the  requirements  set  forth  in  Section  19-A  of  the  Act  to  Regulate  Commerce, 
particularly  with  reference  to  the  elements  which  shall  be  considered  in  arriving 
at  the  fair  valuation  of  said  properties,  and  indicate  to  what  extent  the  different 
elements  referred  to  in  said  Act  should  be  factors  in  ascertaining  the  fair  valua- 
tion of  the  properties  of  the  carriers,  and  also  the  relative  weight  of  such  factors." 

In  execution  of  this  resolution  the  chairman  of  the  Executive 
Committee  addressed  a  personal  letter  to  each  member,  of  the 
Committee  referred  to,  calling  his  attention  to  the  resolution. 

There  has  been  the  usual  volume  of  correspondence  but  it  is 
not  deemed  necessary  to  make  any  further  reference  thereto  ex- 
cept to  say  that  we  have  been  assured  of  the  continued  interest 
of  the  membership  in  the  great  questions  for  the  discussion  and 
consideration  of  which  the  convention  is  assembled. 

Let  us  therefore  approach  these  questions  with  open  minds, 
without  selfishness,  without  prejudice  and  without  fear;  seekinc: 
only  what,  in  the  truest  sense,  is  best,  always  respecting  every 
natural  and  constitutional  right,  doing  only  what  is  just,  and 
determined  to  co-operate  with  each  other  for  the  highest  good  of 
the  entire  body  politic,  to  the  end  that  by  its  fruits  the  wisdom  of 
public  regulation,  state  and  national,  may  be  demonstrated. 

Respectfully  submitted, 

EGBERT  K.  PRENTIS, 

Chairman. 
LAURENCE  B.  FINN, 
CHARLES  F.  STAPLES, 
MARTIN  S.  DECKER, 
O.  H.  HUGHES, 
WINTHROP  M.  DANIELS, 
WILLIAM  H.  CONNOLLY. 
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The  PRESIDENT.  Gentlemen,  you  have  heard  the  report  of  the 
.Executive  Committee.  What  will  you  do  with  it? 

Mr.  PRENTIS,  of  Virginia.  I  wish  to  say  that  the  Executive  Com- 
mittee followed  the  usual  custom  of  requesting  the  Chairman  of 
the  Interstate  Commerce  Commission  to  make  the  welcoming 

O 

-address  on  this  occasion.     The  President  has  told  you  of  the 
unfortunate  absence  of  the  Chairman.     We  are  fortunate  that 
Judge  Clements  was  kind  enough  to  take  his  place.    I  move  the 
adoption  of  the  report  of  the  Executive  Committee. 
The  motion  was  seconded  and  agreed  to. 

ADDRESS   OF  THE  PRESIDENT. 

The  PRESIDENT.  Fellow  Commissioners,  the  Honorable  Members 
of  the  Interstate  Commerce  Commission  and  the  Honorable 
Canadian  Commission: 

Following  the  custom  of  my  predecessors  it  becomes  my  duty 
to  address  you  as  President  of  this  Association.  Each  succeed- 
ing annual  meeting  of  this  Convention  more  deeply  confirms  my 
convictions  in  the  necessity  and  importance  of  this  organization. 
This  is  the  place  where  students  of  transportation  problems  meet 
together  from  every  section  of  this  Nation  and  exchange  views, 
.giving  to  each  other  the  results  of  their  investigations  and  expe- 
rience. The  debates  which  occur  in  this  Convention  are  never 
characterized  by  acrimony  but  they  are  not  lacking  in  that 
candor  which  marks  conviction.  Sufficient  publicity  of  the  pro- 
ceedings which  occur  here  inspire  a  measure  of  effort  which  is 
praiseworthy;  but  the  occasion  affords  no  forum  for  the  dema- 
gogue. The  basal  principles,  underlying  the  policy  of  regulating 
transportation  companies,  are  political  in  their  very  essence  and 
yet  in  this  Convention  political  parties  are  neither  championed 
nor  decried.  The  practical  application  of  these  principles  by 
administrative  boards  is  a  student's  job;  so  exacting  in  its  de- 
mands, that  if  accuracy  and  justice  are  obtained,  the  task  itself 
proclaims  "Thou  shalt  have  no  other  job  before  me."  It  is  well 
to  mention  another  characteristic  of  these  proceedings  to  avoid 
the  necessity  of  an  apology  on  the  part  of  this  Convention;  and 
that  is,  that  the  President's  address  is  but  an  expression  of  in- 
'dividual  opinion  and  is  not  considered  the  sentiment  of  the 
Association. 

As  presiding  officer,  however,  I  now  rule  that  it  is  neither 
•subject  to  debate  nor  criticism. 

Governmental  regulation  as  a  means  of  protecting  the  public 
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against  the  injurious  policies  of  common  carriers  first  existed 
under  the  authority  of  state  government  75  years  ago  when  the 
State  of  Rhode  Island  recognized  that  the  common  law  furnished 
no  adequate  remedy  to  protect  its  citizens  from  discrimination 
and  preference  practiced  by  steamboat  companies. 

The  policy  was  subsequently  amplified  and  applied  by  other 
states  to  transportation  by  rail  and  over  a  quarter  of  a  century 
ago  remedial  legislation  was  enacted  by  the  Federal  government 
to  compel  common  carriers' to  grant  the  public  adequate  service 
at  reasonable  rates,  Avithout  discrimination.  The  remedial  act 
though  well  intended  wras  incomplete  and  to  court  decisions  pro- 
claiming its  inadequacy  Congress  responded  with  amendments. 
A  summary  of  the  accomplishments  fairly  credited  to  govern- 
mental regulation  demonstrates  that  the  policy  has  been  worth 
the  time,  money  and  labor  spent  in  its  administration.  Those 
who  do  not  recognize  substantial  progress  must  be  unmindful 
of  the  past.  The  public  demand  was  to  prevent  carriers  from 
discriminating  against  individuals  and  localities  and  from  charg- 
ing exorbitant  rates.  While  it  was  not  the  legislative  object  to 
protect  the  interests  of  carriers,  they  have  shared  with  the  public 
in  the  beneficial  results. 

The  failure  of  common  carriers  to  publish  their  tariffs  made 
the  practice  of  rebating  easy  and  this  was  the  chief  method 
employed  to  discriminate  between  individuals.  No  regard  for 
the  length  of  the  haul  in  fixing  charges  was  the  method  employed 
to  discriminate  between  localities ;  while  others  not  favored  were 
compelled  to  pay  excessive  rates. 

Rebating  to  shippers  now  only  exists  in  isolated  cases  and  with 
the  elimination  of  this  unfair  practice  competitors  in  business 
have  been  placed  upon  an  equality  and  the  revenues  of  the  car- 
riers have  been  increased.  More  indirect  methods  of  favoritism 
may  still  exist;  but  requiring  the  tariffs  to  be  published  has 
minimized  complaints. 

The  custom  included  the  passenger  service  as  well.  The  sin- 
ister influence  of  free  transportation  was  felt  by  members  of  leg- 
islative bodies,  other  public  officials  and  influential  citizens.  It 
resulted  in  thwarting  the  free  expression  of  the  unbiased  will  of 
public  officials  and  the  evils  incident  to  the  practice  were  mani- 
fest in  many  ways. 

The  issual  of  free  transportation  has  been  largely  eliminated 
and,  as  a  result,  the  revenues  of  the  carriers  have  been  increased. 
So  it  is  fairly  accurate  to  say  that  discrimination  between  indi- 
viduals has  been  almost  eliminated  and  the  carriers  have  enjoyed 
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in  common  with  the  public  the  benefits  of  this  governmental 
policy. 

Progress  made  in  eliminating  discrimination  between  localities 
has 'not  been  so  successful.  The  task  is  more  difficult.  Elimi- 
nating discrimination  between  individuals  benefits  the  carriers  as 
well  as  the  public;  but  eliminating  discrimination  between  locali- 
ties is  contrary  to  a  long  established  policy  from  which  much 
revenue  is  derived. 

This  policy  privileges  carriers  by  rate  adjustments  to  establish 
factories  far  distant  from  the  supply  of  raw  material ;  thus  afford- 
ing a  charge  for  transporting  the  raw  material  to  the  factory  and 
another  charge  for  the  finished  product  to  the  place  of  consump- 
tion. It  privileges  carriers  to  make  transportation  charges  for 
the  raw  material  greater  to  nearby  industries  than  to  distant  fac- 
tories. It  privileges  carriers  to  make  transportation  charges  for 
the  finished  product  greater  to  nearby  markets  than  to  distant 
places  of  consumption.  The  policy  has  established  cotton  mills 
hundreds  of  miles  from  the  cotton  fields ;  shoe  factories  hundreds 
of  miles  from  the  place  where  the  raw  hide  is  secured;  flouring 
mills  hundreds  of  miles  from  the  place  where  the  wheat  is  grown. 
It  has  created  congested  centers  of  industry  which  require  ever 
increasing  terminal  facilities  that  must  be  secured  by  purchasing 
the  highest  priced  property  upon  which  the  public  are  required 
to  pay  a  return  without  corresponding  benefit. 

The  Undue  Preference  Section  as  applied  to  localities  and  the 
Long  and  Short  Haul  Clause  were  legislative  expressions  endeav- 
oring to  protect  smaller  points  and  intermediate  stations  from 
this  system.  Aside  from  the  policy  producing  additional  revenue, 
it  was  considered  economical.  The  basing  point  system  or  the 
trade  center  policy  was  to  obviate  the  handling  of  freight  in 
small  lots  at  a  number  of  smaller  points.  At  the  time  the  policy 
was  established  land  was  cheap,  traffic  was  light  and  the  country 
sparsely  settled.  The  present  presents  different  social  and  eco- 
nomic conditions.  Land  is  abnormally  high  in  congested  centers 
.and  men  and  industries  are  required  to  confine  their  operations 
to  over-crowded  cities  where  conditions  of  labor  are  neither  con- 
ducive to  health  nor  happiness.  In  these  great  congested  centers 
of  industry  a  few  feet  of  unproductive  property  is  sold  for  thous- 
ands of  dollars ;  while  the  cheap  fertile  lands  of  the  north,  south 
and  west  are  beckoning  the  laborers  to  come  and  develop  the  nat- 
ural resources  of  the  Nation;  and  justice  crys  for  a  way  to  feed 
the  hungry  mouths  in  the  over-crowded  cities  with  the  wasting 
products  of  the  country. 
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Two  governmental  policies  have  been  used  to  negative  the  bene- 
ficial results  hoped  to  be  obtained  as  the  result  of  either.  While 
it  was  the  legislative  intent  to  lift  the  burden  from  short  distant 
rates  by  preventing  a  disparity  in  rates  between  the  long  and 
short  hauls;  at  the  same  time,  low  and  reasonable  rates  were 
recognized  as  of  equal  importance.  Therefore  competition  in 
transportation  was  fostered  by  legislative  provisions  as  a  means 
of  securing  reasonable  rates.  The  economic  theory  of  maintain- 
ing unrestrained  competition  between  transportation  companies 
is  based  upon  the  hypothesis  that  common  carriers  should  be 
placed  upon  the  same  plane  as  other  commercial  enterprises  and 
that  a  monopoly  in  transportation  is  as  indefensible  and  intolera- 
ble as  a  monopoly  in  any  other  business. 

Legislation  to  maintain  competitive  conditions  exists  in  the 
law  which  prevents  parallel  and  competing  lines  from  consoli- 
dating; which  prohibits  the  pooling  of  freights  and  the  division 
of  earnings  of  competing  roads;  which  requires  carriers,  when- 
ever rates  are  established  in  competition  with  water  rates,  to 
maintain  the  low  competitive  water  rates  even  after  the  water 
competition  has  been  eliminated;  and  which  enjoins  the  Inter- 
state Commerce  Commission  not  to  allow  water  carriers  to  serve 
carriers  by  rail  so  as  to  exclude,  prevent  or  even  reduce  competi- 
tive conditions. 

While  such  provisions  separate  common  carriers  into  com- 
peting entities,  on  other  occasions  their  relationship  to  each  other 
and  the  public  has  been  described  quite  to  the  contrary.  Thus  it 
was  said  in  an  opinion  by  the  Interstate  Commerce  Commission : 

"By  all  these  provisions  of  law,  as  by  others,  Congress  has  clearly  manifested 
its  purpose  to  unite  our  railroads  into  a  national  system."  R.  R.  Commission  of 
La.  vs.  St.  L.  S.  W.  Railway  Company. 

The  Interstate  Commerce  Commission  at  one  time  thought  it 
had  authority  under  the  original  act  to  prevent  carriers  from 
charging  more  for  the  short  than  the  long  haul  unless  the  con- 
sent of  the  Commission  was  first  obtained ;  but  the  Supreme  Court 
held  to  the  contrary.  The  clause,  "under  substantially  similar 
circumstances  and  conditions,"  contained  in  the  act  was  construed 
to  mean  that  the  carrier  was  the  initial  judge  of  what  constituted 
"substantially  similar  circumstances  and  conditions."  It  was 
held  that  competition  to  the  further  distant  point  rendered  con- 
ditions "substantially  dissimilar";  thus  privileging  the  carrier 
to  disregard  the  rule.  Again  Congress  responded  to  the  Court's 
decision  by  an  amendment  to  the  section  passed  in  1910  which 
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struck  out  "under  substantially  similar  circumstances  and  condi- 
tions" and  in  the  comparatively  recent  Inter-mountain  Case  the 
Supreme  Court  recognized  the  right  of  the  Commission  to  deter- 
mine and  fix  the  conditions  under  which  carriers  should  be  priv- 
ileged to  disregard  the  rule.  Thus  we  find  that  since  1887  the 
country  has  been  endeavoring  to  place  under  governmental  au- 
thority the  regulation  of  this  important  subject;  but  not  until 
this  year  did  the  Courts  recognize  the  determined  purpose  of  Con- 
gress. While  the  enforcement  of  the  provision  against  discrim- 
ination between  individuals  received  an  occasional  set-back,  it 
escaped  the  perverted  construction  which  was  placed  upon  the 
long  and  short  haul  clause  of  the  Act  of  1887.  The  same  phrase 
applied  to  "persons"  as  well  as  "localities" ;  but  it  was  given  one 
meaning  when  applied  to  persons  and  another  when  applied  to 
localities ;  and  the  late  Justice  Harlan  said  of  his  colleagues  that 
they  had  so  construed  the  act  of  Congress  "as  to  place  communi- 
ties on  the  lines  of  interstate  commerce  at  the  mercy  of  com- 
peting railroad  companies  engaged  in  such  commerce." 

Just  to  what  extent  the  authority  now  vested  in  the  Com- 
mission can  be  exercised  to  equalize  charges  for  long  and  short 
distances  the  future  alone  can  tell.  How  such  discrimination 
can  be  materially  lessened  and  at  the  same  time  the  revenues  of 
the  carriers  conserved  is  a  difficult  problem;  as  evidenced  by  the 
opinion  of  the  Interstate  Commerce  Commission  in  the  Fourth 
Section  Application  in  the  Southeast.  In  the  territory  embraced 
therein  there  are  40,000  miles  of  road.  Eate  conditions  for  dis- 
tances less  than  300  miles  were  not  considered.  The  Commission 
said,  "For  1911  the  net  surplus  per  mile  of  road  was  $917.  Had 
the  long  and  short  haul  rule  rigidly  applied  the  net  surplus 
would  have  been  reduced  to  $516."  This  would  have  resulted  in 
a  loss  in  net  surplus  of  $400  per  mile.  Had  the  inquiry  included 
distances  less  than  300  miles;  and  had  the  net  surplus  been 
applied  on  the  basis  of  the  haul  that  earned  the  surplus,  the  loss 
in  the  net  surplus  would  have  been  greater.  For  is  it  not  an 
error  to  assume  that  a  dollar  in  gross  revenue,  whether  derived 
from  the  long  haul  low  rate  or  from  the  short  haul  high  rate,  con- 
tributes the  same  amount  to  the  carrier's  surplus?  The  carriers 
insist  that  the  long  haul  low  rate  is  a  subnormal  rate.  As  the  sur- 
plus of  a  carrier  depends  upon  the  difference  between  the  cost  of 
carriage  and  the  rate  charged,  the  gross  subnormal  rate  must  con- 
tribute less  to  net  surplus  than  the  gross  short  haul  high  rate. 
Therefore,  it  seems  manifest,  that  if  the  net  surplus  had  been 
applied  on  the  basis  of  the  haul  that  earned  the  surplus,  the  net 
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loss  per  mile  of  road  would  greatly  exceed  $400  per  mile  by  a 
rigid  application  of  the  long  and  short  haul  rule  in  Southeastern 
territory. 

Seventy-eight  of  the  companies  in  the  territory  embraced  in 
the  inquiry  show  a  surplus  ranging  from  $300  to  $8,500,000. 
Forty-five  show  deficits  ranging  from  $500  to  $1,000,000 ;  but  the 
net  surplus  of  all  lines  embraced  in  the  territory  is  $36,684,631. 
The  estimated  loss  sustained  by  a  rigid  application  of  the  rule 
would  reduce  the  net  surplus  to  $20,668,109,  available  for  divi- 
dends. Thus  it  appears  that  general  policies  applied  to  all  roads 
in  a  given  territory,  when  operated  as  separate  entities,  will 
result  in  bankrupting  some ;  while  others  prosper.  But  by  refus- 
ing to  apply  policies  generally,  in  order  that  the  revenues  of  the 
weaker  carriers  may  be  conserved,  the  public  suffers  the  evils  in- 
cident to  discrimination.  The  greater  the  net  surplus  is  reduced, 
as  the  result  of  a  rigid  application  of  the  rule  the  more  con- 
vincing it  is  that  the  short  haul  rates  contribute  most  to  the 
surplus  of  the  carriers. 

How  many  miles  of  these  40,000  miles  embraced  in  south- 
eastern territory  parallel  and  serve  the  same  territory,  the  build- 
ing and  operation  of  which  resulted  in  an  economic  waste,  I  do 
not  know;  but  the  surplus  revenue  found  by  the  Commission  as 
available  for  dividends  would  secure  a  capital  sum  at  3  per  cent, 
which  would  privilege  the  expenditure  of  $17,223  for  constructing 
each  of  the  40,000  miles  embraced  in  said  territory. 

A  renewed  effort  upon  the  part  of  the  public  is  now  manifesting 
itself  to  revive  water  transportation.  Carriers  are  now  required  to 
make  joint  rates  with  boat  lines ;  and  carriers  by  rail  cannot  dis- 
criminate between  carriers  by  water;  and,  still  recognizing  the 
policy  of  competition  between  transportation  companies  as  an 
economic  policy  worthy  of  maintenance,  carriers  by  rail  are  pro- 
hibited from  being  interested  by  ownership  or  otherwise,  in  car- 
riers by  water.  To  the  extent  that  water  transportation  becomes 
a  potential  factor  in  rate  making,  just  to  the  same  extent  will 
the  evils  incident  to  the  disparagement  between  the  short  distant 
non-competitive  rate  and  the  long  distant  competitive  water  rate 
be  increased.  Already  the  opening  of  the  Panama  Canal  is  used 
as  a  basis  for  carriers  to  demand  the  privilege  of  reducing  their 
rates  to  coast  points  which  are  reached  by  ocean  steamers.  If 
this  is  not  done  they  claim  they  will  lose  the  business  which  they 
cannot  afford  to-  lose.  If  it  is  done  discrimination  between 
localities  will  be  more  intensified. 

Is  competition  fostered    by  law  under  the  theory  that  com- 
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petitive  conditions  create  unreasonably  low  rates?  On  the  con- 
trary the  legal  presumption  is  that  such  conditions  are  calculated 
to  create  just  and  reasonable  rates.  Yet  the  policy  is  frequently 
adopted  to  compare  non-competitive  rates  with  non-competitive 
rates,  and  competitive  rates  with  competitive  rates  to  test  the 
reasonableness  of  the  questioned  rates.  A  more  correct  rule 
would  appear  to  be  to  compare  the  questioned  rates,  wherever 
possible,  to  rates  which  are  the  result  of  reasonable  and  normal 
competitive  conditions.  Any  other  rule  discards  the  theory  of 
competition  producing  reasonable  rates  and  requires  existing 
non-competitive  rates  to  be  measured  by  themselves. 

Summarizing  the  apparent  conflicting  governmental  policies, 
we  find  that  carriers  are  unified  or  nationalized  for  some  pur- 
poses and  separated  into  individual  entities  on  other  occasions. 
The  equipment  of  carriers  is  pooled  in  common  for  the  transport- 
ation of  commodities  and  the  tracks  of  connecting  carriers  are 
used  to  transport  the  cars  of  every  road;  but  the  earnings  and 
profits  of  carriers  are  separated.  While  the  policy  of  the  law 
is  to  equalize  rates  with  relation  to  distance;  fostering  com- 
petitive conditions  to  secure  reasonable  rates  intensifies  dis- 
crimination between  localities.  Where  conflicting  public  policies 
obtain,  conflicting  results  inevitably  follow. 

While  discussing  discrimination  between  localities  it  might 
be  well  to  note;  that  it  has  been  held  that  local  state-made 
rates  shall  not  discriminate  against  interstate  rates;  but  an  un- 
successful effort  was  recently  made  to  have  interstate  passenger 
rates  reduced  to  the  level  of  the  2  cent  passenger  rates  applying 
in  the  states  of  Oklahoma,  Arkansas  and  Missouri ;  but  the  Inter- 
state Commerce  Commission  said  they  were  "not  bound  to  re- 
duce interstate  rates  below  what  they  find  is  a  proper  standard 
fair  to  the  carrier  and  the  public."  -The  general  effect  of  the 
policy  wherever  applied  will  be  to  increase  the  local  rate.  The 
rule  applied  to  state  rates  thus  far  presupposes  an  endeavor 
on  the  part  of  State  Officials  to  grant  state  commerce  an  undue 
advantage  over  interstate  commerce.  Whether  the  rule  will  be 
extended  to  apply  to  what  may  be  considered  honest,  unbiased 
judgments  of  State  Commissions  remains  to  be  seen.  The  Inter- 
state Commerce  Commission  ha.s  already  held,  upon  several  oc- 
casions, that  it  would  not  be  bound  by  state-made  rates  unless, 
after  investigation,  they  were  ascertained  to  be,  reasonable.  The 
Courts  have  given  the  Commissions  some  latitude  in  determin- 
ing the  reasonableness  of  rates  and  have  admitted  that  the  fix- 
ing of  a  reasonable  rate  could  not  be  reduced  to  mathematical 
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accuracy.  As  the  annulling  of  a  state-made  rate  first  depends 
upon  a  finding  by  the  Interstate  Commerce  Commission  that  the 
state  rate  is  unreasonable,  it  is1  interesting  to  anticipate  whether 
the  Interstate  Commerce  Commission  will  require  of  State  Of- 
ficials mathematical  accuracy. 

This  new  complication  which  has  arisen  in  the  regulation  of 
freight  rates  is  calculated  to  present  many  novel  questions.  Sup- 
pose a  State  Commission  has  fixed  intrastate  rates  and  these 
rates  are  contested  in  the  State  Courts  and  declared  reasonable; 
subsequently  in  an  investigation  by  the  Interstate  Commerce 
Commission  these  rates  are  found  to  discriminate  against  inter- 
state rates ;  on  an  appeal  to  the  Supreme  Court  the  judgment  of 
the  State  Court  is  affirmed  011  the  grounds  that  the  rates  are  not 
confiscatory;  on  an  appeal  to  the  Supreme  Court  the  Interstate 
Commerce  Commission  is  affirmed  in  its  opinion  that  the  rates  are 
discriminatory,  which  judgment  will  prevail?  If  the  former,  the 
discrimination  still  exists;  if  the  latter,  the  State  is  deprived  of 
reasonable  rates.  But  it  may  be  said  that  the  proposition  pre- 
supposes an  impossible  occurrence.  If  the  occurrence  is  impossi- 
ble then  the  conflict  between  the  separate  jurisdictions  can  be 
eliminated  by  recognizing  the  jurisdiction  of  either  Commission 
in  its  proper  sphere  and  its  orders  as  binding  until  set  aside  by 
judicial  decree. 

Waiving  any  contention  that  Federal  control  of  intrastate  rates 
is  contrary  to  the  Federal  constitution,  it  is  certainly  an  admitted 
fact  that,  as  a  matter  of  public  policy,  the  State's  interest  in  the 
reasonableness  of  intrastate  rates  is  equal  to  that  of  the  Nation's. 
Under  such  circumstances  there  is  nothing  novel  in  the  policy  of 
State  and  Federal  governments  having  concurrent  jurisdiction 
over  the  same  subject  matter.  In  the  very  recent  Clayton  Legis- 
lation wherein  penalties  are  provided  for  Kailroad  Presidents 
and  Directors  who  misapply  the  funds  of  common  carriers  the 
following  clause  appears : 

"That  nothing  in  this  Section  shall  be  held  to  take  away  or  impair  the  juris- 
diction of  the  Courts  of  the  several  States  under  the  laws  thereof;  and  a.  judgment 
of  acquittal  or  conviction  on  the  merits  under  the  laws  of  any  State  shall  be  a 
bar  to  any  prosecution  hereunder  for  the  same  act  or  acts." 

However  important  it  may  be  for  the  Federal  government  to 
have  such  plenary  power  over  the  regulation  of  interstate  com- 
merce that  its  authority  should  be  used  to  annul  state-made  rates 
on  intrastate  traffic,  it  must  be  admitted  that  the  great  import- 
ance of  this  governmental  policy  was  first  discovered  by  the  rail- 
roads. 
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In  attempting  to  limit  this  discussion  as  much  as  the  occasion 
permits  to  the  results  obtained  from  governmental  regulation  in 
eliminating  discrimination  in  freight  rates  between  individuals 
and  localities  and  in  securing  reasonable  freight  rates,  it  is  not 
my  purpose  to  disregard  the  substantial  benefits  resulting  from 
governmental  regulation  in  other  lines;  such  as  the  benefits  de- 
rived from  the  safety  appliance  provisions ;  supervisory  authority 
over  storage  and  demurrage  rules;  the  uniform  accounting  sys- 
tem; and  many  other  wholesome  provisions  as  well  as  the  benefits 
hoped  to  be  derived  from  recent  legislation  preventing  the  inter- 
locking of  directorates,  which  will  become  effective  Oct.  15,  1916; 
and  the  far  reaching  possibilities  of  the  valuation  of  carriers  by 
the  Interstate  Commerce  Commission.  But  our  main  object  is  to 
focus  interest  on  the  results  obtained  in  remedying  the  three  first 
causes  which  created  the  demand  for  governmental  regulation  of 
common  carriers. 

Neither  is  it  possible  to  offer  encouragement  to  those  who  in- 
sist that  governmental  regulation  has  reached  the  limit  of  its 
scope  of  usefulness.  Almost  every  investigation  and  inquiry 
conducted  by  the  Commission  discloses  some  weak  point  in  the 
line  of  defensive  operations  established  by  the  government  to  pro- 
tect the  public  through  which  the  carriers  have  broken. 

How  much  better  would  it  be  for  the  Interstate  Commerce 
Commission  to  be  able  to  turn  to  its  own  records  and  at  a  glance 
tell  the  exact  amount  of  short-time  railroad  securities  outstand- 
ing and  the  dates  they  fall  clue,  rather  than  have  this  important 
question  left  wholly  to  the  testimony  of  interested  carriers? 
How  much  better  would  it  be  for  the  State  or  Federal  Com- 
missions to  have  supervisory  authority  over  the  distribution  of 
dividends  on  stocks,  so  as  to  prevent  Boards  of  Directors  from 
threatening  to  pass  dividends  at  some  psychological  moment  and 
thereby  cause  the  four  millions  of  people  in  the  United  States, 
who,  it  is  said,  hold  railroad  securities,  to  join  in  a  demand  for 
an  increase  in  freight  rates ;  or,  when  the  other  policy  suits  their, 
purpose,  to  declare  dividends  out  of  a  depleted  treasury  for  the 
purpose  of  selling  worthless  railroad  stocks  to  an  unsuspecting 
public.  If  governmental  regulation  had  embraced  supervision 
over  the  issual  of  railroad  securities,  it  would  have  been  im- 
possible for  71  millions  of  Rock  Island  Stock  to  have  been  sud- 
denly converted  into  350  millions  of  stocks  and  bonds.  But 
oxygen  and  hydrogen  will  continue  to  be  capitalized  and  sold  to 
the  public  until  public  officials  are  authorized  by  law  to 
pronounce  them  water. 
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From  these  statements  let  no  wrong  conclusions  be  drawn. 
There  are  proportionately  just  as  many  honest  men  engaged  in 
the  transportation  profession  as  there  are  engaged  in  other  busi- 
ness. There  are  many  men  engaged  in  all  kinds  of  pursuits  whose 
honor  and  firmness  of  character  are  such  that  they  can  be  led  to 
the  mountain  top  and  there  shown  the  kingdoms  of  the  world; 
but  who  will  make  reply,  "Get  thee  behind  me,  Satan." 

But  it  is  true  that  the  greater  the  temptation  the  fewer  there 
are  who  can  resist  the  tempter.  No  men  in  any  other  line  of 
business  if  unrestrained  have  such  power  over  the  pocketbooks 
of  the  people  as  the  Presidents  and  Boards  of  Directors  of  our 
transportation  companies.  The  public  officials  of  the  Nation 
and  the  various  states,  counties  and  municipalities  levy  a  smaller 
tax  on  the  people  than  do  these  gentlemen.  While  the  first  are 
chosen  by  the  body  politic  and  are  restricted  by  constitutions; 
and  held  to  a  strict  account  by  their  constituency;  the  latter 
are  chosen  by  special  interests  and  represent  primarily  the 
interests  of  their  stockholders. 

That  these  temptations  are  great  I  call  your  attention  to  the 
list  of  men  whose  names  are  mentioned  by  the  Interstate  Com- 
merce Commission  in  their  investigations  who  are  known  to  be 
unable  to  resist  the  enticing  opportunities  their  positions 
afforded  them.  They  include  captains  of  industry,  leaders  of  our 
great  commercial  undertakings,  high  officials  in  great  banking 
institutions  and  lawyers.  Some  of  these  gentlemen  have  in  times 
past  distinguished  themselves  by  bitterly  opposing  national 
policies  on  the  grounds  that  such  policies  might  jeopardize  the 
Nation's  honor.  Others  have  discoursed  vehemently  against 
communism  and  proclaimed  with  lucidity  the  noble  inspirations 
incident  to  the  sacred  rights  of  private  property.  It  now  de- 
velops that  their  solicitude  concerning  the  Nation's  honor  was 
so  overwhelming  that  they  were  unmindful  of  their  own;  and 
their  chief  interest  in  the  sacred  rights  of  private  property  was 
to  acquire  it  for  themselves. 

The  unwarranted  expenditure  of  large  amounts  in  educating 
public  opinion;  the  habitual  payment  of  unitemized  vouchers 
without  any  clear  specification  of  details;  the  practice  of  financial 
legerdemain  in  issuing  large  blocks  of  stock  for  notes  and  manip- 
ulating these  securities  back  and  forth;  the  fictitious  sales  of 
stock  to  friendly  parties  with  the  design  of  boosting  the  stock 
and  unloading  on  the  public  at  the  highest  "market  price";  the 
unlawful  diversion  of  corporate  funds  to  political  organizations; 
the  scattering  of  retainers'  fees  to  attorneys  in  five  different 
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states;  the  attempt  to  control  utterances  of  the  press  by  subsi- 
dizing reporters;  payment  of  money  and  the  profligate  issuing  of 
free  passes  to  legislators  and  their  friends;  the  regular  employ- 
ment of  political  bosses  and  an  unwarranted  increase  in  liabili- 
ties from  93  million  in  1903  to  417  million  in  1913,  are  some  of 
the  disclosures  which  followed  a  recent  investigation  by  the  Inter- 
state Commerce  Commission.  Such  are  the  possibilities  of  plun- 
der under  the  system  of  private  ownership  and  limited  govern- 
mental regulation. 

The  fact  is  that  regulation  and  control  by  the  authority  of  the 
State  and  Federal  governments  should  embrace  every  detail  of 
the  activities  of  common  carriers,  including  investments,  expendi- 
tures, equipment,  material,  construction,  operation  and  charges; 
and  to  the  extent  that  governmental  regulation  has  failed  to  do 
this  the  public  has  suffered  thereby.  Neither  is  the  regulation  of 
common  carriers  more  necessary  than  the  confinement  of  common 
carriers  within  those  limitations  which  circumscribe  their  duty 
to  the  public  in  matters  of  transportation.  The  Interstate  Com- 
merce Commission  reported  to  Congress  on  July  20th.  1914,  the 
result  of  their  investigation  of  the  relation  of  railroads  to  coal 
and  oil  properties  in  Illinois.  Forty -two  roads  owned  coal  mines 
and  lands  in  the  Illinois  coal  fields.  One  road  purchased  23,000 
acres  of  such  property  and  the  irregularities  of  the  transaction 
were  conclusive  of  fraud.  President  Wilson  in  one  of  his  mes- 
sages to  Oongress  said : 

"Business  men  as  well  as  those  who  direct  public  affairs  now  recognize,  and 
recognize  with  painful  clearness,  the  great  harm  and  injustice  which  has  been  done 
to  many,  if  not  all,  of  the  great  railroad  systems  of  the  country  by  the  way  in 
which  they  have  been  financed  and  their  own  distinctive  interests  subordinated  to 
the  interests  of  the  men  who  financed  them  and  of  other  business  enterprises  which 
those  men  wished  to  promote." 

Due  to  the  entangling  alliances  between  transportation  .com- 
panies and  other  big  business  industries,  common  carriers  have 
never  had  a  fair  chance  to  demonstrate  their  maximum  benefit 
to  the  public.  Capital  required  for  carriers  and  other  big  busi- 
ness enterprises  is  secured  from  the  same  set  of  financiers.  The 
transaction  simply  amounts  to  a  decision  upon  the  part  of  these 
gentlemen  to  transfer  credit.  If  in  the  performance  of  this  trans- 
action the  process  can  be  made  to  appear  difficult  the  operation 
can  be  used  as  a  means  of  exacting  a  bonus  from  the  public.  In 
confirmation  of  this  statement  I  quote  from  the  President  who 
in  a  message  to  Congress  said : 
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"The  public  waits  with  acquiescence  in  the  first  place  for  laws  which  will 
effectually  prohibit  and  prevent  such  interlockings  of  the  personnel  of  the  director- 
ates of  great  Corporations — banks  and  railroads,  industrial,  commercial  and  public 
service  bodies — as  in  effect  result  in  making  those  who  borrow  and  those  who 
lend  practically  one  and  the  same;  those  who  sell  and  those  who  buy,  but  the  same 
persons  trading  with  one  another  under  different  names  and  in  different 
combinations." 

As  lias  been  said,  legislation  to  remedy  this  evil  will  become 
effective  Oct.  15th,  1916;  but  in  the  meantime  the  anxiety  of 
banks,  industrial  and  commercial  institutions  over  the  welfare  of 
carriers  may  not  be  based  solely  upon  their  concern  in  the  gen- 
eral welfare  of  the  republic. 

In  New  York  the  engineers  of  the  Public  Service  Commission 
exercise  the  closest  scrutiny  over  the  materials  used  in  the  con- 
si  ruction  of  rapid  transit  roads.  Contracts  are  awarded  at  pub- 
lic bidding  but  are  constructed  by  private  contractors;  but  the 
Commission  makes  the  plans  and  specifications  and  under  its 
supervision  the  terms  are  strictly  observed.  The  Commission 
prepares  specifications  which  lay  down  standards  for  all  ma- 
terials, whether  structural  steel  for  frame  work,  cement  and 
gravel  for  concrete,  etc.  A  Division  of  Materials  is  in  charge  of 
a  competent  engineer  who  tests  out  materials.  Even  the  ma- 
terials which  enter  into  the  manufacture  of  paints.  New  equip- 
ment is  ordered  by  the  Commission.  Since  the  organization  of 
this  Commission  it  has  been  asked  to  allow  the  sale  and  issue  of 
$761,046,557  in  stocks  and  bonds.  It  has  allowed  |517,535,219 
and  has  refused  $182,616,622. 

From  a  recital  of  these  facts  some  valuable  and  convincing 
conclusions  may  be  drawn.  An  employee  does  not  lose  his  ef- 
ficiency when  employed  by  the  government.  Employees  of 
private  corporations  are  not  more  proficient  than  those  who  are 
engaged  in  the  service  of  the  government.  But  another  thing  is 
also  manifest,  the  public  is  required  to  pay  by  taxation  the  ex- 
penses of  these  governmental  employees  who  perform  this  service 
and  at  the  same  time  pay  railroad  employees  for  the  same  service 
out  of  freight  and  passenger  rates  collected.  But  if  private  con- 
struction and  operation  had  been  equal  to  public  requirements, 
the  demand  for  the  services  of  the  State  in  such  matters  would 
never  have  been  made. 

That  governmental  regulation  has  not  been  a  potential  factor 
in  reducing  freight  rates  in  the  United  States  the  representatives 
of  the  carriers  themselves  proclaim.  The  Railway  Age  Gazette, 
which  is  friendly  to  carriers  and  usually  accurate  in  statistics, 
carried  an  article  a  few  years  ago  from  which  I  quote  the  fol- 
lowing : 
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"The  average  rate  per  ton  per  mile  in  the  United  States  in  1870  was  18.89 
mills.  In  1887,  when  the  Interstate  Commerce  Act  was  passed,  it  had  been 
reduced  to  9.84  mills,  or  52  per  cent.  Between  1887  and  1906,  in  which  latter 
year  the  Hepburn  Act  went  into  effect,  it  declined  from  9.84  mills  to  7.48  mills 
or  2.4  per  cent.  Government  regulation  had  no  hand  in  the  great  and  innumerable 
reductions  prior  to  1887  reflected  in  the  decline  in  the  average  rate.  They  were 
made  by  the  traffic  managers  of  the  railways.  It  had  very  little  hand  in  the  great 
and  innumerable  reductions  in  the  period  1887-1906.  Practically  all  were  made  by 
the  traffic  managers." 

At  the  time  this  statement  was  made  it  suited  the  purpose  of 
those  friendly  to  carriers  to  create  a  sentiment  quite  contrary  to 
the  sentiment  sought  to  be  created  on  a  more  recent  occasion 
when  a  reduction  in  freight  rates  was  alleged  and  attributed  to 
the  government. 

The  receipts  per  ton  per  mile  increased  from  7.29  mills  in  1900 
to  7.44  mills  in  1912.  The  general  average  of  the  receipts  per 
ton  per  mile  for  12  years,  including  1901  and  1912,  was  7.5781/3 
mills.  The  general  average  of  the  receipts  per  ton  per  mile  for  5 
years,  including  1908  and  1912,  was  7.548;  the  general  average 
for  both  periods  exceeding  the  rate  per  ton  per  mile  in  1906,  the 
year  in  which  effective  governmental  regulation  began.  The  ton- 
nage increased  from  141,596,551,161  "tons  carried  one  mile  in 
1900"  to  264,080,745,058  "tons  carried  one  mile  in  1912."  The 
"ton  miles  per  freight  train  miles"  increased  from  270.9  tons  in 
1900  to  406.8  tons  in  1912 ;  while  ihe  "freight  density"  expressed 
'in  "ton  miles  per  mile  of  line"  increased  from  735,352  tons  in 
1900  to  1,078,580  tons  in  1912,  while  the  year  1913  was  admitted 
by  the  carriers  to  have  broken  all  former  records  in  the  history  of 
railroads  in  tonnage  and  receipts.  Coal  and  lumber  are  two  com- 
modities which  constitute  a  substantial  percentage  of  the  total 
tonnage  hauled  by  carriers  and  the  rate  per  ton  per  mile  on  these 
commodities  has  always  been  less  than  the  average  rate  per  ton 
per  mile.  In  1900  these  commodities  constituted  about  35  per 
cent,  of  the  total  tonnage;  in  1912  about  42  per  cent.  While  the 
tonnage  on  these  low  grade  commodities  steadily  increased  and 
constituted  a  greater  percentage  of  the  total  tonnage  hauled  in 
1912  than  in  1900,  the  tonnage  of  the  commodities  themselves  in- 
creased between  said  periods  almost  100  per  cent. ;  while  the  total 
tonnage  of  all  commodities  increased  about  67  per  cent.  As  the 
volume  in  tonnage  on  low  grade  commodities,  carried  for  less 
than  the  average  rate  per  ton  per  mile,  has  increased  at  a  greater 
rate  than  the  total  tonnage;  and,  at  the  same  time,  as  the  rate  per 
ton  per  mile  has  also  increased,  it  is  persuasive  that  rates  gener- 
ally have  not  been  decreased  since  governmental  regulation  be- 
came effective.  If  the  cost  per  unit  of  transportation  has  in- 
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•creased,  modern  improvements  and  appliances  have  failed  to  do 
for  transportation  what  they  have  accomplished  in  every  other 
industry. 

The  miles  of  track  operated  in  1900  were  258,784  which  in  1912 
increased  to  371,238;  but  the  outstanding  securities  in  1900  were 
$11,491,034,960,  which  increased  in  1912  to  f  19,752,536,264.  For 
increasing  the  mileage  operated  by  112,454  miles,  railroad  securi- 
ties were  issued  to  the  amount  of  $73,465  per  mile  operated.  If 
this  amount  was  represented  by  stock  issued  at  the  rate  of  5  per 
cent,  it  would  require  an  annual  interest  charge  for  each  mile  of 
road  operated  of  $3,673.25.  Is  it  any  wonder  that  it  is  difficult 
for  the  freight  rates  collected  to  be  sufficient  to  meet  the  demands 
of  the  securities  issued?  But  it  is  insisted  that  the  government 
should  put  values  behind  securities  which  were  issued  without 
the  authority  of  the  government. 

Charges  constitute  the  most  vital  element  of  all  transporta- 
tion problems.  While  it  is  frequently  said  by  many  who  pay 
large  sums  to  carriers  in  freight  rates  that  the  rate  is  of  no  con- 
sequence so  long  as  they  are  placed  upon  an  equality  with  their 
competitors,  they  fail  to  catch  the  vision  from  the  broader  stand- 
point of  the  interested  public.  A  large  majority  of  the  public 
neither  own  railroad  securities  nor  contract  for  transportation; 
yet  their  interest  in  transportation  charges  is  the  all  important 
feature  connected  with  this  great  subject.  The  public  buys  from 
some  one  who  pays  the  freight.  The  public  sells  to  some  one  who 
pays  the  freight.  When  the  public  buys  from  the  man  who  pays 
the  freight,  the  freight  is  added ;  when  the  public  sells  to  the  man 
who  pays  the  freight,  the  freight  is  deducted.  While  the  freight 
tax  is  small  when  itemized  into  individual  contributions,  it  must 
be  remembered  that  there  are  almost  a  hundred  million  people 
who  are  contributing  their  mite  to  the  success  of  various  in- 
dustries and  public  undertakings;  and  unless  these  mites  are 
justly  distributed  the  stream  of  wealth  will  be  diverted  from  its 
natural  flow.  The  coffers  of  some  industries  will  overflow,  while 
others  will  be  empty.  As  drops  of  water  make  the  ocean,  so  do 
these  mites  contributed  by  millions  of  people  create  a  sea  of 
wealth;  and  the  inequitable  distribution  of  profits  is  the  source 
of  all  our  economic  ills.  Since  1776,  by  industry  and  economy, 
the  people  of  the  Nation  have  been  creating  and  accumulating 
wealth;  but  the  carriers  have  absorbed  in  railroad  securities 
nearly  one-sixth  of  the  accumulated  wealth  of  138  years. 

The  importance  of  common  carriers  to  the  public  has  never 
boon  magnified  even  by  the  carriers  themselves.  The  truth  is 
their  necessity  to  the  happiness,  convenience  and  commerce  of  the 
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people  has  not  been  fully  realized,  but  their  relationship  to  the 
public  is  often  misunderstood.  It  has  been  said  "that  the  pros- 
perity of  the  railroads  and  the  prosperity  of  the  country  are 
inseparably  connected."  This  statement  properly  interpreted  is 
quite  true;  but  when  misconstrued  it  ascribes  to  carriers  the 
originators  of  prosperity.  Prosperity  does  not  begin  or  end  with 
the  prosperity  of  common  carriers.  The  carrier  is  simply  the 
thermometer  by  which  the  activity  of  business  is  registered;  but 
high  freight  rates  cannot  create  prosperity.  It  is  the  exchange 
of  commodities  that  creates  business;  and  as  this  exchange  is 
performed  through  the  service  of  the  carriers,  the  carriers'  busi- 
ness measures  the  prosperity  of  the  country.  The  source  and 
origin  of  prosperity  should  always  be  kept  in  mind.  Like  all 
things  constructed  it  has  a  foundation;  and  no  structure  is  com- 
plete without  a  superstructure.  The  toiling  masses  are  the 
foundation  of  prosperity.  Capital  assembled  or  concentrated  in 
the  development  of  enterprises  may  be  called  the  superstructure. 
Both  capital  and  labor  have  their  proper  services  to  perform  and, 
if  properly  applied,  work  together  for  the  good  of  all  mankind; 
but  a  wise  builder  first  considers  the  foundation. 

Labor,  the  foundation  of  prosperity,  produces  the  commodities; 
by  the  exchange  of  these  commodities  labor  receives  its  reward; 
any  unnecessary  burden  placed  upon  the  exchange  of  commodi- 
ties, retards  the  exchange,  deprives  labor  of  its  just  reward  and 
destroys  the  foundation  of  prosperity. 

The  carrier  is  the  source  by  which  the  products  of  the  seller 
are  conveyed  to  the  purchaser  and  but  for  the  carrier  no  delivery 
could  be  made.  The  functions  of  the  carrier  are  of  such  public 
necessity  and  prime  importance  that  business  adversity,  war  and 
famine  should  no  more  retard  the  wheels  of  transportation  than 
such  calamities  retard  the  wheels  of  government. 

In  order  that  the  public  may  be  guaranteed  the  blessings  inci- 
dent to  transportation,  the  investor  must  be  guaranteed  a  return 
upon  his  investment.  When  calamity  befalls  a  people,  when 
warring  nations  disrupt  commerce,  then  transportation  compa- 
nies reach  the  climax  of  their  possibilities  in  service;  for  upon 
such  occasions  the  exchange  of  commodities  becomes  most  im- 
portant and  the  burden  upon  the  exchange  should  be  lightest. 

The  policy  of  the  government  should  be  so  fashioned  that  those 
who  furnish  the  money  to  build  and  equip  transportation  com- 
panies should  not  expect  their  returns  to  be  lessened  in  times  of 
war  or  adversity ;  nor  made  greater  in  times  of  peace  or  prosper- 
ity. If  the  revenues  of  the  carrier  yield  a  profit,  this  profit  should 
be  for  the  benefit  of  the  people.  If  the  revenues  of  the  carrier 
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• 

result  in  a  deficit,  this  debt  should  be  the  debt  of  the  people. 
Duplicating  a  public  utility,  either  in  construction  or  operation, 
which  serves  the  same  communities  results  in  an  economic  waste. 
Therefore,  economy  demands  the  elimination  of  competition  be- 
tween public  service  enterprises;  and  by  force  of  this  economic 
condition  a  monopoly  in  transportation  is  necessary.  If  a  pri- 
vate monopoly  is  indefensible  and  intolerable  should  not  a  nec- 
essary monopoly  be  publicly  owned? 

It  has  been  recently  suggested  that  there  should  be  a  partner- 
ship between  the  railroads  and  the  government.  In  the  struggle 
for  human  freedom  Lincoln  declared  "This  Nation  cannot  be  half 
slave  and  half  free."  Will  it  be  necessary,  in  the  struggle  for 
commercial  freedom,  to  declare  that  the  highways  of  the  Nation 
cannot  be  half  private  and  half  public?  I  believe  that  it  is  a 
sacred  right  of  man  to  be  privileged  to  own,  acquire,  and  use 
the  property  which  he  has  accumulated  by  his  frugality  and  self- 
denial.  The  Parable  of  the  Talents  teaches  the  divine  right  of 
man  in  the  ownership  of  private  property  and  commands  him  to 
husband  his  resources. 

Hope,  aspiration  and  ambition,  which  inspire  the  noblest  of 
human  efforts,  are  all  lost  in  an  involuntary  community  of  in- 
terests which  is  not  based  upon  a  public  necessity.  The  surest 
way  to  destroy  communism  is  to  guarantee  private  property 
security  from  aggression.  The  surest  way  to  make  effective  this 
guarantee  is  to  prevent  private  ownership  or  control  of  neces- 
sary monopolies.  The  question  will  be  asked  many  times  no 
doubt :  If  the  protecting  hand  of  this  Nation  is  necessary  to 
husband  the  prodigal  resources  of  nature's  bounteous  gifts  to  man 
in  the  icy  lands  of  Alaska,  to  prevent  despoliation  at  the  hands 
of  privately  owned  transportation  companies,  why  is  it  not  neces- 
sary to  protect  the  meagre  products  of  man's  labor  from  the  self- 
same fate  in  other  parts  of  our  own  fair  land? 

We  must  answer  these  questions  in  a  spirit  of  candor;  to  do 
so,  we  must  free  our  minds  from  unreasoning  prejudice  and  let 
reason  have  full  sway  to  seek  the  truth,  for  truth's  own  sake — 
and  when  the  truth  is  found,  it  must  be  proclaimed  by  men  with 
brave  hearts  that  ne'er  grow  faint  and  with  fearless  courage  born 
of  zealous  patriotism. 

SPECIAL  COMMITTEES. 

The  PRESIDENT.  In  the  report  of  the  Executive  Committee  the 
President  was  directed  to  appoint  some  special  committees  this 
forenoon,  the  membership  of  which  will  now  be  announced  by 
the  Secretary. 
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The  Secretary  announced  the  appointment  of  the  following 
committees : 

On  Time  and  Place  of  Next  Convention,  John  M.  Eshleman,  of 
California ;  Chas.  Mnrphey  Candler,  of  Georgia ;  George  A.  Hen- 
shaw,  of  Oklahoma;  Martin  S.  Decker,  of  New  York;  Chas  A. 
Reynolds,  of  Washington. 

On  Complimentary  Resolutions,  Chas.  E.  Elmquist,  of  Minne- 
sota ;  Albert  G.  Towers,  of  Maryland ;  Allison  May-field,  of  Texas. 

On  Memorials,  Shelby  Taylor,  of  Louisiana ;  C.  C.  Marshall,  of 
Ohio;  AY.  H.  Stutsman,  of  North  Dakota, 

Mr.  ESHLEMAN,  of  California.  Mr.  President,  I  believe  it  was 
requested  in  the  report  of  the  Executive  Committee  that  each 
committee  announce  the  time  and  place  of  its  meeting,  before  we 
adjourn  this  morning.  I  cannot  say  when  and  where  the  Com- 
mittee on  Time  and  Place  of  Next  Meeting  will  meet  to-day,  but 
I  can  announce  it  at  two  o'clock,  if  that  will  be  satisfactory. 

The  PRESIDENT.  I  suggest  that  the  chairman  of  each  committee 
select  the  time  and  place  for  meeting,  and  notify  the  Secretary 
who  will  announce  it  to  the  convention. 

Mr.  ESHLEMAN,  of  California.  To  what  time  will  this  morning 
session  probably  adjourn? 

The  PRESIDENT.  Usually  until  two  o'clock.     There  is  no  fixed 

time. 

Mr.  ESHLEMAN.  of  California.  At  a  quarter  before  two  o'clock, 
the  Committee  on  Time  and  Place  of  Next  Meeting  will  meet  in 
Hie  anteroom  adjoining  this  room,  to  determine  its  further  time 
and  place  of  meeting. 

REPORT   OF   THE   SECRETARY. 

The  Secretary,  Mr.  William  H.  Connolly,  read  his  report  as 
follows : 

There  arc  no  minutes  for  consideration  at  this  time,  as  the 
printed  proceedings  show  the  action  that  was  taken  on  the  Com- 
mittee reports  and  other  matters  that  were  presented  to  the  last 
Convention  for  consideration. 

The  call  for  this  Convention  was  issued  on  September  19,  in 
which  the  attention  of  the  members  was  directed  to  the  paragraph 
of  our  Constitution  which  provides  that  Committee  reports  be 
in  the  hands  of  the  Secretary  thirty  clays  in  advance  of  the  Meet- 
ing, and  I  am  pleased  to  announce  that  eleven  Committee  reports 
are  now  in  print.  The  following  were  distributed  to  the  members 
•on  November  5th  and  6th : 
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Uniform  Classification  and  Simplification  of  Tariffs. 

Valuation  of  Common  Carriers. 

Kails  and  Equipment. 

Telephone  and  Telegraph  Rates  and  Service. 

Railway  Service  and  Railway  Accommodations. 

Statistics  and  Accounts. 

Rates  and  Rate  Making,  and 

Statistics  and  Accounts  of  Electric  Railways. 

The  report  on  Railroad  Taxes  and  Plans  for  Ascertaining  Fair 
Valuation  of  Railroad  Property  was  given  a  limited  circulation,, 
and  in  addition  the  reports  of  the  Committees  on  Express  Serv- 
ice and  Express  Rates  and  Grade  Crossings  and  Trespassing 
on  Railroads  are  now  in  printed  form. 

With  the  exception  of  Delaware,  Wyoming,  and  Utah  all  of 
the  States  have  Railroad,  Public  Service,  Public  Utilities,  or  Cor- 
poration Commissions,  so  that  our  Association  is  now  comprised 
of  forty-eight  Commissions.  This  number  includes  two  Commis- 
sions each  in  the  States  of  New  York  and  Massachusetts,  but 
does  not  include  the  Public  Utilities  Commission  of  the  Philip- 
pine Islands.  There  are  237  active  members,  in  addition  to  which 
there  are  a  number  of  honorary  members  composed  of  former 
Commissioners  and  a  Committee  of  three  from  each  Steam  and 
Electric  Accounting  Association,  also  the  regular  Counsel,  Engi- 
neer, Statistician,  and  Rate  Expert  of  each  of  the  Commissions. 

The  proceedings  of  our  last  Convention  were  published  as  a 
private  enterprise  by  the  Law  Reporting  Company  of  New  York 
and,  in  accordance  with  our  contract,  that  Company  furnished 
each  active  member  with  a  free  copy  of  the  proceedings,  and  this 
same  arrangement  is  in  effect  for  this  Convention. 

Our  official  organ,  PUBLIC  SERVICE  REGULATION,  has  recently 
changed  its  title  to  PUBLIC  SERVICE  REGULATION  and  FEDERAL 
TRADE  REPORTER,  and  instead  of  being  issued  monthly  it  is  now  a 
bi-monthly  journal.  I  understand  this  publication  now  intends  to 
cover  the  work  of  the  Federal  Trade  Commission,  in  addition  to 
Interstate  Commerce  Commission,  State  Commissions,  and  Con- 
vention matters. 

The  correspondence  in  connection  with  the  affairs  of  our  Asso- 
ciation shows  a  marked  increase  during  the  past  year  over  former 
years,  which  indicates  that  our  Association  is  becoming  better 
known  and  its  proceedings  better  appreciated.  On  account  of 
the  arrangement  made  last  year  the  Secretary's  work  has  in  no 
way  interfered  with  his  regular  employment,  as  this  work  was 
performed  entirely  outside  of  his  official  hours.  The  State  Com- 
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missions  made  a  generous  response  to  the  resolution  passed  at 
our  last  Convention  with  regard  to  the  expenses  of  the  Secretary's 
office  and  sufficient  funds  have  been  received  to  more  than  pay 
his -expenses.  You  all  know  that  I  am  not  in  the  position  for 
financial  gain,  as  it  has  been  a  real  pleasure  for  me  to  serve  the 
Association  as  its  Secretary  for  the  many  years  I  have  occupied 
the  position. 

It  is  the  earnest  wish  of  the  Secretary  and  the  publishers  of 
our  proceedings  that  the  members  examine  copy  of  the  Eemarks 
that  they  may  make  before  leaving  Washington  so  that  there 
will  he  no  delay  after  we  adjourn  in  having  the  proceedings 
printed. 

I  wish  to  thank  the  officers  and  members  of  the  Association 
for  their  kind  consideration  and  co-operation  during  the  past  year. 


Respectfully  submitted, 


WM.  H.  CONNOLLY, 

Secretary. 


The  PRESIDENT.  You  have  heard  the  report  of  the  Secretary. 
What  will  you  do  with  it? 

Mr.  DOTY,  of  Ohio.  I  move  that  the  report  be  received,  and 
printed  as  a  part  of  the  proceedings  of  this  convention. 

The  motion  was  seconded  and  agreed  to. 

Mr.  DOTY,  of  Ohio.  Mr.  President,  I  move  a  recess  until  two 
o'clock. 

The  motion  was  agreed  to. 

Accordingly,  at  12:30  o'clock  P.  M.,  the  convention  took  a  re- 
cess until  two  o'clock  P.  M. 

AFTERNOON   SESSION. 

The  convention  resumed  its  session  at  two  o'clock  P.  M.,  and 
was  called  to  order  by  the  President. 

TIME  AND  PLACE  OF  NEXT  MEETING. 

Mr.  ESHLEMAN,  of  California.  Mr.  President,  I  desire  to  an- 
nounce that  the  Committee  on  Time  and  Place  of  Next  Meeting 
have  decided  not  to  meet  in  New  York  next  year.  At  three  o'clock 
this  afternoon  we  will  hear  all  those  who  desire  to  appear  before 
the  Committee,  in  the  adjoining  room. 
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VALUATION  OF  RAILROAD  PROPERTY. 

The  PRESIDENT.  Are  there  any  further  announcements? 

Mr.  ESHLEMAN,  of  California.  At  the  request  of  the  Executive 
Committee,  I  desire  to  move  that  the  report  of  the  Committee  on 
Bailroad  Taxes  and  Plans  for  Ascertaining  Fair  Valuation  of 
Railroad  Property,  of  which  committee  I  happen  to  be  Chairman, 
and  also  the  report  of  the  Special  Valuation  Committee,  of  which 
Mr.  Maltbie  is  Chairman,  be  made  the  special  order  for  Thurs- 
day morning  at  10  o'clock.  Judge  Prouty  did  not  wish  to  have 
the  report  come  up  sooner  than  two  o'clock  to-morrow,  so  I  move 
that  the  reports  of  these  two  committees  be  made  the  special  order 
for  ten  o'clock  Thursday  morning. 

The  PRESIDENT.  The  motion  is  that  the  report  of  the  Committee 
on  Railroad  Taxes  and  Plans  for  Ascertaining  Fair  Valuation  of 
Railroad  Property,  and  also  the  report  of  the  Valuation  Com- 
mittee be  made  the  special  order  for  Thursday  morning  at  ten 
o'clock.  Is  the  motion  seconded? 

The  motion  was  seconded. 

Mr.  PRENTIS,  of  Virginia.  Would  it  not  be  better  to  have  it 
sooner  than  that,  say  to-morrow  at  three  o'clock? 

Mr.  ESHLEMAN,  of  California.  The  election  of  officers  is  set  for 
that  time. 

Mr.  PRENTIS,  of  Virginia.  It  is  an  important  matter.  It  seems1 
to  me  it  should  not  be  put  off  too  long. 

Mr.  ESHLEMAN,  of  California.  I  am  perfectly  willing  to  make 
it  two  o'clock  to-morrow.  We  will  have  to  take  out  time  enough 
to  elect  the  officers  then. 

The  PRESIDENT.  Then  it  will  be  understood  that  the  motion  is 
to  make  these  two  reports  the  special  order  for  two  o'clock 
Wednesday  afternoon.  Are  you  ready  for  the  question? 

The  motion  was  agreed  to. 

AMENDMENT  TO  INTERSTATE  COMMERCE  ACT. 

Mr.  THORNE,  of  Iowa.  Mr.  President,  in  regard  to  the  report 
of  the  Committee  on  Amendment  of  the  Act  to  Regulate  Com- 
merce, I  wish  to  say  that  I  have  not  yet  seen  that  report.  In 
view  of  the  importance  of  that  subject  in  our  deliberations'  at 
this  time,  would  it  not  be  well  for  that  Committee  to  furnish  us 
•copies  of  the  resolution  which  they  contemplate  offering  some 
time  in  the  course  of  this  afternoon,  and  that  it  be  made  the 
special  order  for  ten  o'clock  Thursday  morning? 
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The  PRESIDENT.  Do  you  make  that  as  a  motion? 

Mr.  THORNE,  of  Iowa.  I  do. 

The  motion  was  seconded  and  agreed  to. 

CAR  SERVICE  AND  DEMURRAGE  CHARGES. 

The  PRESIDENT.  The  next  business  in  order  is  the  report  of  the 
Committee  on  Car  Service,  Demurrage,  Reciprocal  Demurrage, 
Storage  Rules  and  Charges.  In  the  absence  of  Mr.  Aitchison  of 
Oregon,  who  is  the  Chairman  of  that  Committee,  the  ranking 
member  present  is  Mr.  Timanus.  Will  Mr.  Timanus  please  pre- 
sent the  report? 

Mr.  TIMANUS,  of  Maryland.  Mr.  President,  I  signed  the  report 
and  mailed  it  to  the  Secretary,  and  I  will  ask  the  Secretary  to- 
read  it. 

The  Secretary  read  the  report  of  the  Committee  on  Car  Service, 
Demurrage,  Reciprocal  Demurrage,  Storage  Rules  and  Charges, 
as  follows: 

As  a  result  of  much  labor  and  an  exhaustive  study  of  the 
whole  subject,  at  the  annual  convention  of  this  Association  in 
1909,  a  committee  headed  by  Commissioner  Franklin  K.  Lane 
presented  a  carefully  worked  out  Uniform  Code  of  Demurrage 
Rules,  to  be  applicable  alike  011  state  and  interstate  transporta- 
tion. The  code  submitted  was  given  the  benefit  of  active  and 
hostile  criticism,  and  after  careful  consideration  was  adopted  by 
the  Association  and  recommended  to  the  constituent  Commis- 
sions. Subsequently  the  Interstate  Commerce  Commission  en- 
dorsed the  Code,  and  recommended  its  use  in  interstate  ship- 
ments, while,  of  course,  it  reserved  the  right  to  fulfil  its  duty  by 
passing  upon  any  provision  which  might  subsequently  be  made- 
the  basis  of  proceedings  before  that  body.  Following  such  action 
the  uniform  code  was  adopted  by  many  states,  with  such  varia- 
tions in  special  instances  as  local  laws  or  needs  seemed  to  de- 
mand. The  code  was  given  a  somewhat  more  widespread  appli- 
cation as  to  interstate  traffic  than  as  to  state  transportation. 

Five  years  have  passed  since  the  Association  recommended  the 
uniform  code  and  we  find  it  still  far  from  general  acceptance. 
Notwithstanding  the  weight  of  the  approval  of  the  Interstate 
Commerce  Commission  and  the  American  Railway  Association 
and  the  National  Association  of  Railway  Commissioners,  the  code 
does  not  now  have  much  wider  acceptance  than  it  had  a  year  after 
it  was  formulated. 

This  naturally  raises  the  query  why  the  code  has  not  been  more- 
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widely  adopted,  and  a  secondary  question,  suggested  by  the  lack 
of  widespread  acceptance  and  by  the  lapse  of  time,  whether  ex- 
perience in  operation  has  disclosed  weaknesses  in  the  code  which 
should  be  corrected. 

The  first  query  seems  to  be  sufficiently  answered  by  reference 
to  the  law  of  inertia — that  principle  of  matter  by  virtue  of  which 
bodies,  large  and  small,  tend  to  remain  in  a  condition  of  rest  or 
motion,  as  the  case  may  be.  Discussion  on  the  uniform  code  at 
the  time  of  its  adoption  showed  the  strong  concensus  of  opinion 
was  that  uniformity  in  demurrage  rules  was  possible,  that  it  was 
desirable,  and  that  the  absence  of  uniformity  was  a  positive  evil. 
The  report  of  this  Committee,  a  year  later,  showed  a  few  state 
Commissions  were  consistently  opposing  the  adoption  of  the  code 
in  their  jurisdictions,  in  the  firm  belief  that  their  own  rules  were 
better  adapted  to  local  conditions  than  those  proposed  for  general 
use.  In  some  states  there  were  statutes  which  stood  in  the  wTay 
of  the  adoption  of  the  code. 

With  reference  to  statutes  which  are  said  to  prevent  the  adop- 
tion of  the  cqde,  the  objection  would  not  seem  to  be  insuperable. 
Unless  we  are  convinced  that  the  action  of  the  particular  state 
legislature  has  been  better  considered,  better  informed,  more 
matured,  and  with  a  wider  vision  than  the  concurrent  action  of 
the  National  Association  of  Kailway  Commissioners,  the  Inter- 
state Commerce  Commission,  and  the  American  Kailway  Associa- 
tion, all  for  once  in  accord,  our  active  efforts  should  be  in  the 
direction  of  laboring  with  the  state  legislatures  to  remove  the 
impediments.  Analysis  of  these  conflicting  statutes  would,  no 
doubt,  disclose  that  in  many  instances  they  were  just  adopted — 
that  someone  presented  a  demurrage  bill,  and  after  more  or  less 
of  a  contest  over  certain  features  it  was  passed.  The  considera- 
tions which  led  to  the  adoption  of  the  uniform  code  by  the  three 
powerful  bodies  mentioned  would  certainly  appeal  to  the  enlight- 
ened sense  of  the  legislative  branch  of  the  states,  if*  presented 
with  the  favorable  recommendation  of  the  local  tribunal  ap- 
pointed to  give  expert  advice  to  the  law  making  body  in  such  tech- 
nical matters. 

It  is,  therefore,  somewhat  questionable  whether  the  supineness 
or  possibly  the  pride  of  opinion  of  some  of  our  constituent  bodies 
has  not  been  the  chief  obstacle  to  the  adoption  of  a  general,  effi- 
cient, clearly  expressed  and  thoroughly  workable  code  of  demur- 
rage rules. 

The  carriers  themselves  are  not  to  be  excused  without  any 
blame  for  the  failure  to  give  the  rules  wider  acceptance.  At  least 
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two  members  of  this  committee  sit  upon  Commissions,  before 
\vliom  responsible  officers  of  railroads  and  of  the  demurrage  asso- 
ciation maintained  by  them  have  appeared  and  have  urged  the 
adoption  of  the  uniform  code  as  to  State  business,  while  such 
railroads  have  consistently  maintained  their  own  set  of  rules  for 
interstate  traffic.  The  same  criticism  of  possible  pride  of  opin- 
ion, and  a  probable  doubt  as  to  good  faith,  arise  in  such  a  case, 
particularly  as  there  is  not  the  slightest  obstacle  to  embarrass 
the  carriers  in  adopting  the  uniform  code  if  they  desire.  If  the 
railroads  of  the  country  should  choose  to  put  the  uniform  -code 
into  effect  as  to  interstate  business  over  the  entire  United  States 
(and  such  business  comprises  three-fourths  or  four-fifths  of  all 
which  moves)  they  can  do  so  without  let  or  hindrance,  merely 
by  publishing  and  filing  the  necessary  tariffs  with  the  Interstate 
Commerce  Commission  the  requisite  period  in  advance  of  the  ef- 
fective date. 

It  is  submitted  that  the  necessity  for  uniformity  is  a  fact 
which  repeated  discussions  before  this  Association  have  estab- 
lished. As  was  well  said  by  Mr.  James  O.  Klapp  in  an  address 
ftefore*  the  Association  last  year,  the  standard  of  uniformity  is 
the  application  of  the  rules  and  not  the  rules  in  themselves. 
Probably  what  has  been  said  as  to  the  reasons  the  code  has  not 
been  more  widely  adopted  is  sufficient  to  indicate  the  opinion  of 
the  Committee  as  to  the  remedy. 

THE   FUTURE  CAR   SERVICE   CONDITION. 

In  the  present  somewrhat  stagnated  condition  of  commerce, 
whether  it  be  pathological  or  psychological  in  its  cause,  the  car 
situation  is  less  acute,  perhaps,  than  at  any  time  in  the  official 
memory  of  any  member  of  the  Association.  The  natural  ten- 
dency of  official  bodies  (often  overloaded  with  duties)  is  to  deal 
-with  that  which  is  at  the  moment  the  most  pressing,  without 
realizing  that  such  time  may  be  the  most  propitious  to  anticipate 
evil  days  to  come.  The  present  surplus  of  equipment  will  not 
last  forever ;  and  no  time  is  better  suited  for  a  general  tightening 
up  of  the  demurrage  rules  than  the  present,  to  the  end  that  when 
transportation  is  once  more  flowing  in  its  accustomed  course  it 
may  flow  freely.  Full  acknowledgment  must  be  made  to  the  car- 
riers for  the  efforts  of  the  Committee  on  Relations  between  Rail- 
roads of  the  American  Raihvay  Association  for  increasingly  effi- 
cient use  of  the  facilities  at  hand.  Members  present  at  the  1908 
convention  will  recall  the  noteworthy  address  of  the  Chairman 
of  the  Committee  on  Car  Efficiency  of  the  American  Railway 
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Association,  Mr.  Arthur  Hale  (now  in  charge  of  the  work  of  the 
Committee  on  Kelations  between  Railroads),  who  outlined  the 
steps  so  far  taken  by  the  carriers  for  an  improvement  of  a  situa- 
tion which  admittedly  was  then  well  nigh  intolerable.  Mr.  Hale 
has  continued  in  his  work  ever  since,  and  no  one  is  as  well  quali- 
fied to  prophesy  as  to  the  future  in  this  regard  as  he,  Your 
Committee  has  invited  Mr.  Hale's  views  as  to  the  car  service  sit- 
uation, and  now  presents  them,  as  a  part  of  this  report.  The 
warning  he  gives  is  timely,  and  reinforces  the  recommendations 
of  the  Committee. 

POSSIBLE  CHANGES  IN  THE  DEMURRAGE  CODE. 

The  demurrage  subject  was  by  no  means  exhausted  with  the 
report  of  the  Committee  of  1909.  With  changed  financial  con- 
ditions, changes  in  markets,  in  the  lines  of  traffic,  in  facilities 
for  transportation  and  in  the  volume  and  character  of  the  ton- 
nage offered,  the  necessity  must  in  time  arise  for  alteration  in 
the  code  to  meet  the  situation  and  to  insure  that  efficiency  in 
operation  which  it  is  the  function  of  demurrage  and  car  service 
rules  to  insure.  The  underlying  principles  will  probably  vary 
but  little: — the  particular  means  adopted  to  carry  the  principles 
into  effect  may  be  subject  to  modification  from  time  to  time. 
Mr.  Klapp,  in  his  address  before  the  convention  last  year,  sug- 
gested the  desirability  of  appointing  a  committee  of  the  associa- 
tion to  revise  and  complete  the  work  of  the  committee  of  1909. 
While  it  may  be  that  the  desirability  of  changes  in  certain  par- 
ticulars may  be  made  apparent  at  least  in  certain  localities,  it 
seems  to  your  committee  that  it  is  more  important  at  the  present 
time  to  endeavor  to  obtain  a  wider  acceptance  of  the  present  rules 

^than  to  enter  upon  a  general  revision  of  the  code,  before  it  has 
been  given  the  universal  application  which  is  necessary  to  bring 
out  unmistakably  such  shortcomings  and  faults  as  may  inhere 
in  it.  Such  changes  in  detail  as  may  be  necessary  can  be  made, 
giving  due  weight  to  the  intelligent  action  of  the  Interstate  Com- 
merce Commission  and  adopting  as  far  as  we  can  consistently  the 
changes  it  enforces  as  to  interstate  traffic  moving  across  our 
state  lines. 

-  The  principal  attacks  on  the  uniform  code  have  been  made 
upon  (1)  the  average  agreement,  (2)  the  reconsignment  priv- 
ileges, and  (3)  the  rate  of  demurrage  itself,  both  generally  and 
for  special  classes  of  equipment. 
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THE   AVERAGE   AGREEMENT. 

Analyzing  the  complaints  against  the  average  agreement,  we 
find  little  that  was  not  brought  out  in  the  hearings  before  the 
Lane  Committee  in  1909,  or  in  the  report  it  made  this  Associa- 
tion. That  Committee  said  "the  fight  has  raged  fiercely  around 
the  average  or  so-called  debit  and  credit  rule."  The  fight  has 
raged  quite  as  fiercely  ever  since.  The  facts  alleged  in  support 
of  this  motion  for  rehearing  seem  to  be  cumulative,  and,  in  the 
opinion  of  the  committee,  are  insufficient  to  warrant  reopening 
the  entire  subject,  certainly  not  until  the  rules  have  been  given 
the  wide  acceptance  which  is  necessary  for  comprehensive 
experience  in  their  operation. 

RECONSIGNMENT   PRIVILEGES. 

There  seems  little  doubt  that  the  free  reconsignment  privileges 
are  being  abused.  We  frankly  recognize  the  extreme  importance, 
alike  to  the  shipper,  the  consignee,  the  consuming  public,  and  the 
carrier,  of  such  regulations  as  will  insure  a  free  movement  of 
articles  in  commerce  to  markets  suitable  to  receive  them.  When, 
however,  regulations  which  contemplate  a  normal  use  of  priv- 
ileges are  perverted  so  that  an  undue  burden  is  cast  upon  other 
shippers  and  the  service  rendered  is  not  compensated,  the  prac- 
tical effect  is  an  undue  preference  to  a  knowing  shipper.  It  then 
becomes  time  to  consider  whether  such  traffic  is  paying  its  way 
or  is  impeding  the  general  movement  of  commerce. 

AMOUNT  OF  DEMURRAGE  PENALTY. 

While  the  consent  of  the  governed  may  be  the  basis  of  most 
laws,  the  immediate  incentive  for  adherence  to  a  demurrage  code 
is  the  penalty  provided  for  its  violation.  Within  reasonable 
limits,  respect  is  paid  to  a  law  in  direct  proportion  to  the  severity 
of  its  penalties  and  the  universality  of  its  enforcement.  Personal 
discrimination  in  the  enforcement  of  demurrage  charges  has  been 
largely,  perhaps  entirely,  eliminated  by  putting  the  enforcement 
of  demurrage  charges  in  the  hands  of  demurrage  bureaus  whose 
function  it  is  to  see  there  is  a  more  impersonal  and  impartial 
treatment  of  the  whole  demurrage  situation  and  a  more  rigid 
adherence  to  the  mandates  of  law  than  might  humanly  be  ex- 
pected from  the  individual  carrier.  The  remaining  question  is 
the  reasonableness  of  the  demurrage  charge  from  the  standpoint 
of  both  shipper  and  carrier. 
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In  the  uniform  code  the  charge  was  fixed  at  $1.00  per  diem,  as 
being  the  rate  generally  prevalent  throughout  the  United  States. 
It  was  well  pointed  out  by  the  Committee  that  neither  the  fair 
rental  value  of  the  car,  its  cost,  nor  its  worth  as  a  warehouse  was 
the  criterion  for  determining  the  charge  for  its  undue  detention. 
The  only  fair  standard  was  said  to  be  its  value  as  an  instrument 
of  transportation — as  an  integral  part  of  the  railroad  system  to 
which  it  belonged.  From  this  standpoint,  the  Committee  found 
it  was  a  matter  of  common  knowledge  the  average  earning 
capacity  of  a  car  was  far  in  advance  of  $1.00  a  day.  The  Com- 
mittee likewise  found  any  lesser  penalty  would  have  little  per- 
suasive force  in  compelling  the  prompt  release  of  cars  that  they 
might  be  available  for  further  service. 

It  is  apparent,  therefore,  the  Committee  in  1909  was  taking 
what  it  believed  to  be  a  moderate  position  in  fixing  the  demurrage 
rate  at  $1.00  a  day;  the  reasons  it  assigned  seem  to  be,  in  sub- 
stance, that  it  would  have  been  justified  in  fixing  a  higher  rate, 
and  that  the  shipper  should  be  content  at  getting  off  as  easily  as 
he  did.  It  is  not  surprising,  therefore,  that  in  some  sections 
where  the  demand  for  cars  has  been  most  keen,  as  in  the  extreme. 
West,  a  higher  rate  than  called  for  by  the  code  has  been  adopted. 
In  California,  Arizona,  $3.00,  and  in  Oregon,  $2.00,  has  been  the 
demurrage  rate  for  a  considerable  time,  as  applied  to  state  ship- 
ments. The  carriers  attempted  to  put  the  $3.00  rate  into  effect 
on  interstate  movements  in  California,  and  there  followed  a  sus- 
pension and  investigation  of  the  increase  by  the  Interstate  Com- 
merce Commission.  Upon  the  record,  that  Commission  found 
the  advance  was  abundantly  sustained,  and  the  increased  rate 
was  permitted  to  become  effective  January  1,  1913. — See 
Investigation  &  Suspension  Dockets  83  and  83a,  25  I.  C.  C.  Kep., 
314. 

As  evidence,  for  what  it  may  be  worth,  the  Committee  submits 
statements  prepared  at  its  request  by  Mr.  E.  E.  Mote,  the 
Manager  of  the  Pacific  Car  Demurrage  Bureau,  and  Mr.  Seth 
Mann,  Attorney  and  Manager  of  the  Traffic  Bureau  of  the  San 
Francisco  Chamber  of  Commerce.  The  standing  of  these  gentle- 
men as  recognized  experts  entitles  their  statements  as  to  the 
actual  workings  of  a  high  demurrage  rate  to  careful  con- 
sideration, and  for  such  purpose  the  Committee  lays  their  com- 
munications before  the  convention. 

The  same  considerations  apply,  with  even  greater  force,  to 
special  equipment  which  is  purposely  or  negligently  withheld 
from  service,  such  as  refrigerator  cars.  The  propriety  of  a 
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graduated    additional    charge    for    undue    detention    has    been 
suggested. 


EMBARGOES. 


By  general  order  July  2,  1914,  the  Interstate  Commerce  Com- 
mission commenced  an  investigation  bearing  docket  number  7090, 
as  to  the  rules,  regulations  and  practices  of  carriers  in  establish- 
ing embargoes.  It  is  suggested  that  state  commissions  interested 
in  the  subject  arrange  for  representation  in  the  investigation. 

CODE  OF  STORAGE  RULES. 

We  do  not  find  that  the  subject  of  storage  rules  has  been  given 
much  consideration  by  the  Association.  On  May  5,  1914,  the 
following  order  was  entered  by  the  Interstate  Commerce 
Commission : 

"The  American  Railway  Association  has  adopted  the  code  of  storage  rules 
reported  by  its  Committee  on  Relations  Between  Railroads,  and  recommends  that 
it  be  made  generally  applicable  on  interstate  traffic.  This  code  of  storage  rules 
iias  been  considered  and  approved  by  the  National  Industrial  Traffic  League.  The 
Interstate  Commerce  Commission,  recognizing  the  great  benefits  to  be  derived 
from  uniformity  in  storage  rules,  is  desirous  of  lending  its  influence  to  the  move- 
ment. The  Commission,  therefore,  indorses  the  code  adopted  by  the  American 
Railway  Association,  and  recommends  that  it  be  made  effective  on  interstate  trans- 
portation throughout  the  country. 

"This  action,  of  course,  is  subject  to  the  right  and  duty  of  the  Commission 
to  inquire  into  the  legality  or  reasonableness  of  any  rule  or  rules  which  may  be 
made  the  subject  of  complaint." 

RECIPROCAL  DEMURRAGE. 

The  Committee  sees  no  reason  to  depart  from  the  frequently 
announced  opinion  of  the  Association  that  fairness  to  the  shipper 
demands  he  be  given  an  effectual,  prompt,  and  adequate  remedy 
for  dereliction  of  duty  on  the  part  of  a  carrier  failing  to  supply 
him  cars  reasonably  as  he  orders  and  needs  them,  and  that  such 
penalty  as  the  law  imposes  for  such  failure  should  be  requited  as 
promptly  and  cheerfully  by  the  carrier  as  the  penalty  imposed  by 
law  for  detention  of  cars  is  to  be  met  by  the  shipper. 

CO-OPERATION   BETWEEN   CARRIERS   AND   SHIPPERS   AND   THE 

COMMITTEE. 

For  the  benefit  of  future  Committees,  it  is  suggested  that  the 
Car  Demurrage  and  Storage  Committee  of  the  National  Industrial 
Traffic  League,  and  the  Committee  on  Relations  between  Rail- 
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roads  of  the  American  Railway  Association  will  willingly  confer 
•with  the  appropriate  committee  of  the  National  Association  of 
Railway  Commissioners,  with  a  view  to  better  understanding 
both  of  what  the  questions  are  which  are  to  be  presented  and  the 
views  thereon  of  the  shipping  public  and  carriers  respectively. 
The  suggestion  did  not  come  to  the  present  Committee  in  time  to 
be  of  much  benefit  to  it  in  making  this  report. 

Respectfully  submitted, 

CLYDE   B.   AITCHISON,   Chairman. 
E.  CLAY  TIM  ANUS, 
HUGH  H.  WILLIAMS, 
FRANK  R.  SPINNING, 

Committee. 


THE   DANGER   OF   FREIGHT   CONGESTION. 

BY  ARTHUR  HALE. 

There  is  a  larger  surplus  of  cars  now  than  there  has  ever  been 
in  the  Fall.  Almost  always  October  and  November  are  periods 
of  car  shortage.  Even  in  the  three  lean  years,  1908,  1910  and 
1911,  the  car  shortage  in  October  ran  up  to  fifteen  and  twenty 
thousand  cars.  This  year  it  has  not  reached  2,500  and  the  sur- 
plus is  154,000,  nearly  40,000  higher  than  in  the  worst  year,  1908, 

Under  these  circumstances  I  had  supposed  that  whatever  I  was 
called  upon  to  do  this  Fall  would  not  be  in  connection  with 
freight  cars.  Generally  the  freight  car  is  forgotten  excepting 
when  it  is  scarce. 

I  find,  however,  that  this  is  not  the  case.  Not  only  has  the 
National  Association  of  Railway  Commissioners  asked  our  views 
on  the  freight  car  situation,  but  so  has  the  Western  Economic 
Society  and  so  have  some  of  the  newspapers  and  technical  jour- 
nals. 

It  is  well  known  that  in  time  of  peace  one  should  prepare  for 
war.  We  ought  to  believe  in  the  future  of  this  country,  and  any- 
one who  believes  in  the  future  of  this  country  knows  that  the 
time  will  come — next  year,  very  likely — when  there  will  be  a  de- 
mand for  transportation  and  when  every  freight  car  will  be 
needed. 

When  that  time  does  come  some  kind  of  a  car  shortage  is  in- 
evitable, but  we  should  do  everything  we  can  to  prevent  it  and  to 
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reduce  it.  Now  there  is  one  cause  of  car  shortage  which  can 
almost  always  l>e  eliminated  if  we  take  it  in  time.  That  is  the 
congestion  of  loaded  cars. 

Car  shortages  are  bad  enough  anyway,  but  they  are  most  trying 
when  they  are  accompanied  by  congestions  of  loaded  cars.  When 
all  the  cars  in  the  country  make  a  reasonable  movement  and  de- 
spite this  a  car  shortage  occurs,  it  can  only  be  caused  by  such  a 
sudden  increase  in  business  as  could  not  be  foreseen.  When  on 
the  other  hand  car  shortages  are  accompanied  or  caused  by  con- 
gestions of  loaded  cars  it  is  another  matter,  and  every  one  is  to 
blame  who  has  had  it  in  his  power  to  prevent  the  congestion  and 
has  failed  to  do  so. 

There  were  serious  car  shortages  in  the  Fall  of  1906,  and  the 
Fall  of  1907,  and  these  car  shortages  were  accompanied  by  seri- 
ous congestions  of  loaded  freight  cars.  Since  1907  we  nave  been 
more  fortunate.  Our  freight  cars  did  more  work  in  every  Octo- 
ber between  1909  and  1913  than  they  did  in  the  Octobers  of  1906 
and  1907.  It  was  only  in  1912  that  the  shortage  exceeded  50,000 
cars,  and  while  there  were  some  congestions  they  were  by  no 
means  as  serious  as  those  of  1906  and  1907. 

Why,  then,  it  may  be  asked,  is  there  more  danger  of  conges- 
tion in  1915  than  in  the  preceding  years? 

The  answer  is  easy.  Since  1907  the  facilities  of  the  railways 
have  generally  been  ample  to  handle  the  increased  freight  busi- 
ness which  was  offered  even  in  the  record  months  of  October, 
1912,  and  October,  1913,  and  these  months  show  a  tremendous 
increase  even  over  the  prior  maxima  of  1909  and  1907. 

Present  conditions,  however,  are  not  favorable  to  the  develop- 
ment or  even  the  maintenance  of  railway  facilities.  If  there  is 
as  much  business  in  October,  1915,  as  there  was  in  October,  1913, 
the  railways  will  undoubtedly  have  the  same  facilities  that  they 
had  in  1913,  but  I  see  no  reason  to  think  that  they  will  have 
more  facilities,  nor  can  I  see  how  these  same  facilities  can  be 
maintained  at  quite  the  same  point  of  efficiency  as  in  1913.  If 
the  business  should  show  a  decided  increase  there  is  danger  of 
congestion. 

But  there  are  more  ways  than  one  to  create  a  congestion.  If 
a  railway  accepts  for  movement  more  loaded  freight  cars  than  it 
can  handle,  it  is  wholly  responsible  for  the  resulting  congestion, 
but  if  it  accepts  for  movement  cars  which  it  can  handle  and  its 
consignees  cannot  the  public  shares  the  responsibility,  and  for 
this  reason  the  matter  is  now  brought  before  the  National  As- 
sociation of  Railway  Commissioners  in  the  hope  that  steps  may 
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be  taken  to  entirely  avoid  in  future  all  congestions  for  which  the 
public  is  in  any  way  responsible. 

There  has  never  been  a  great  freight  car  congestion  when  all 
freight  has  been  properly  covered  by  demurrage  rules.  When- 
ever any  great  car  congestion  has  occurred  there  has  been  some 
imperfection  in  the  demurrage  rules,  and  a  considerable  propor- 
tion of  the  cars  which  composed  the  congestion  were  held  with- 
out payment  of  demurrage. 

The  most  extensive  freight  car  congestion  in  our  memory  was 
what  was  known  as  the  "Arizona  coke  congestion"  where  thou- 
sands of  cars  of  coke  destined  to  points  in  Arizona  were  held  for 
weeks  and  months  on  the  lines  between  the  Alleghenies  and  the 
Kocky  Mountains.  This  congestion  accompanied  and  to  some  ex- 
tent caused  the  car  shortage  of  1907  and  yet  the  great  majority 
of  these  cars  were  held  for  weeks  and  months  without  the  pay- 
ment of  demurrage  by  the  consignees  although  the  shipments 
were  prematurely  made  in  order  to  save  those  consignees  from 
an  increased  freight  rate. 

The  great  congestions  of  coal  and  of  cotton  have  practically 
ceased  since  demurrage  has  been  applied  at  points  of  trans-ship- 
ment. The  annual  Winter  blockades  of  coal  to  and  via  certain 
cities  of  the  Central  West  have  been  greatly  reduced  since  a 
charge  lias  been  made  for  the  reconsigning  privilege  and  the  free 
time  for  reconsigning  has  been  reduced. 

Thus  the  old-fashioned  congestions  which  we  have  had  always 
with  us  have  been  largely  mitigated  by  a  more  thorough  enforce- 
ment of  the  National  Code  of  Demurrage  Eules  originated  by 
the  National  Association  of  Railway  Commissioners,  but  .we 
have  confronting  us  a  set  of  new  conditions  for  which  possibly 
-our  old  measures  are  not  calculated. 

The  business  which  is  now  increasing  is  the  export  business 
and  further  increases  in  business  will  probably  be  in  the  same 
direction.  Cars  loaded  with  export  freight  may  be  expected  at 
the  seaboard  in  unprecedented  numbers.  Are  our  present  de- 
murrage and  storage  rules  sufficient  to  prevent  congestions?  Is 
the  national  rule  covering  free  time  on  reconsignments  univer- 
sally followed?  Is  the  constructive  placement  rule  universally 
followed  and  are  consignees  paying  demurrage  on  all  cars  which 
they  cannot  handle,  when  these  cars  cannot  be  placed  for  them? 

It  is  to  be  feared  that  these  questions  must  be  answered  In  the 
negative.  Much  has  been  done  locally  to  provide  proper  demur- 
rage rules  on  freight  to  be  trans-shipped  by  water,  but  excepting 
;at  one  Gulf  port  it  must  be  confessed  that  the  demurrage  and 
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storage  rules  covering  export  freight  are  such  that  many  a 
loaded  car  can  be  held  indefinitely  at  seaboard  without  any  pay- 
ment by  the  consignee.  Progress  has  been  made  with  the  recon- 
signment  rules,  but  there  are  too  many  exceptions  to  the  rule 
and  too  many  cases  where  cars  which  are  not  wanted  at  destina- 
tion can  be  delayed  by  repeated  reconsignment.  The  construc- 
tive placement  rule  is  generally  enforced  to  the  letter,  but  at  cer- 
tain points  there  are  minor  congestions  which  recur  so  frequently 
as  to  almost  prove  that  cars  are  being  held  free.  The  subject  is 
thus  presented  to  the  National  Association  of  Eailway  Commis- 
sioners in  the  hope  that,  throughout  the  country,  the  commis- 
sions, the  public,  and  the  railways  will  unite  for  such  a  proper 
amplification  and  enforcement  of  the  rules  that  no  freight  cars 
can  be  held  free  for  any  one  and  that  the  congestion  of  loaded 
freight  cars  will  become  an  impossibility  on  every  road  whose 
facilities  are  ample. 

It  may  be  urged  that  we  can  handle  an  increased  export  trade 
without  blockading  our  ports  if  we  use  the  embargo.  There  was 
never  a  greater  mistake.  An  embargo  is  the  locking  of  the  door 
after  the  horse  is  stolen.  Railways  cannot  foresee  shipments  as 
shippers  themselves  can.  Shipments  should  not  be  made  to  con- 
gested points  or  to  points  in  danger  of  congestion,  but  the  rail- 
road should  not  be  the  one  to  impose  the  embargo.  The  ship- 
ments should  be  regulated  by  the  shippers  and  consignees  who 
alone  can  regulate  them  properly.  Many  shippers  and  consignees 
have  enough  public  spirit  and  believe  enough  in  fair  play  to  prop- 
erly regulate  their  shipments  without  any  compulsion,  but  they 
should  be  protected  as  much  as  the  railways  against  the  shippers 
and  consignees  who  will  not  properly  regulate  their  shipments 
except  under  the  spur  of  a  personal  advantage.  It  is  for  them 
and  for  them  only  that  demurrage  codes  have  been  devised,  and 
bitter  experience  has  taught  us  that  it  is  only  by  proper  enforce- 
ment of  proper  demurrage  rules  that  we  can  secure  the  help  of 
all  the  public  in  keeping  our  freight  movement  free. 


EFFECT     OF     A     HIGH     DEMURRAGE     RATE     IN     PROMOTING 
GREATER    EFFICIENCY. 

By  E.  E.  MOTE. 
(Manager  Pacific  Car  Demurrage  Bureau.) 

What  we  present  has  been  the  result  of  some  13  years  of  per- 
sonal experience  with  and  observation  of  different  demurrage 
rates  in  the  State  of  California. 
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From  September  2nd,  1901,  when  the  Pacific  Car  Demurrage 
Bureau  began  operation,  until  July  1st,  1909,  the  prevailing 
demurrage  rate  in  California  was  $1.00  per  car  per  day.  On  the 
date  last  mentioned,  and  by  authority  of  an  Act  passed  by  our 
State  Legislature,  the  rate  on.  cars  used  in  State  traffic,  which 
lias  at  all  times  comprised  about  80  per  cent,  of  the  whole,  was 
increased  from  $1.00  to  $6.00  per  day  and  remained  at  that 
figure  until  May  1st,  1911,  a  period  of  22  months,  although  the 
rate  on  cars  used  in  Interstate  traffic  continued  at  f  1.00  per  day. 

On  May  1st,  1911,  the  rate  on  State  traffic  was  reduced  from 
|6.00  to  |3.00  per  day,  by  order  of  our  State  Railroad  Com- 
mission, and  has  since  remained  at  $3.00.  The  rate  on  Inter- 
state traffic  remained  at  $1.00  per  day  until  January  6th,  1913, 
when  as  a  result  of  formal  hearing  before  the  Interstate  Com- 
merce Commission,  I.  &  S.  Docket  No.  83,  we  were  authorized 
to  put  into  effect  a  $3.00  rate,  hence,  since  the  date  last  men- 
tioned our  rate  in  California  has  been  uniformly  $3.00  per  car 
per  day  on  both  State  and  Interstate  traffic. 

At  the  time  of  our  preliminary  hearing  in  the  matter  of 
suspension  and  investigation  in  increase  of  demurrage  rates  on 
Interstate  traffic  some  32  months  had  elapsed  since  the  increase 
in  rate  on  State  traffic,  hence,  for  the  purpose  of  comparing 
results  at  different  rates  we  selected  a  period  of  32  months  im- 
mediately preceding  the  date  of  such  increase  and  when  the  $1.00 
rate  applied  on  both  State  and  Interstate  traffic,  or  in  other 
words  from  November  1st,  1906,  to  July  1st,  1909,  when  the 
increase  on  State  traffic  first  went  into  effect.  During  this  period 
of  32  months  under  the  uniform  rate  of  $1.00  the  percentage  of 
cars  held  in  excess  of  the  free  time  allowed  shippers  and  con- 
signees to  load,  unload,  reconsign,  etc.,  was  07.82,  or  782  cam 
in  each  10,000  reported,  and  the  average  delay  in  excess  of  the 
free  time  was  3.32  days  per  car,  or  33,200  days  to  each  10,000 
held  overtime. 

In  the  period  of  22  months,  of  cars  subject  to  the  $6.00  rate, 
01.06  per  cent.,  or  106  cars  in  each  10,000,  were  held  in  excess 
of  the  free  time  and  the  average  delay  in  excess  thereof  was  1.77 
days  per  car,  or  17,700  days  to  each  10,000  held  overtime. 

It  will  be  seen  that  as  a  result  of  the  $6.00  rate  the  decrease 
in  cars  held  overtime  was  676  and  in  car  days  in  excess  of  the 
free  time  15,500  to  each  10,000  cars  held  overtime. 

During  39  months,  extending  from  May  1st,  1911,  to  July  31st, 
1914.  on  cars  subject  to  a  $3.00  rate,  the  percentage  held  over- 
time was  01.80  and  the  average  delay  in  excess  of  the  free  time 
was  2.01  days  per  car. 
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Notwithstanding  the  fact  that  in  the  61  months,  extending 
from  July  1st,  1909,  to  July  31st,  1914,  there  were  2,800,000  more 
cars  subject  to  a  |6.00  and  $3.00  rate  than  there  were  of  $1.00 
cars  during  the  32  months'  period  to  July  1st,  1909,  the  number 
held  overtime  was  actually  79,000  less  and  the  car  days  398,000 
less.  As  it  may  be  thought  by  some  that  the  same  car  efficiency 
which  has  resulted  from  high  demurrage  rates  in  California  would 
not  obtain  if  applied  in  other  States,  we  quote  the  following  from 
our  report  for  July,  1914,  showing  practically  the  same  results  in 
Arizona,  which  is  also  under  the  jurisdiction  of  this  Bureau  and 
in  which  State  a  $3.00  rate  is  in  effect : 

"Comparisons  of  results  at  a  $3.00  rate  in  Arizona  for  the  6  months  ending 
with  July  of  the  present  year  with  a  corresponding  period  of  1913,  when  a  $1.00 
rate  applied  on  Interstate  traffic  and  the  same  rate  on  State  traffic  for  three  months, 
or  half  of  the  period,  show  an  increase  in  cars  reported  of  20,882,  or  26  per  cent.; 
a  decrease  in  cars  held  overtime  of  2,698,  or  57  per  cent.;  a  decrease  in  demurrage 
charges  of  $4,418.00,  or  about  25  per  cent. 

"The  percentage  of  State  cars  held  overtime  fell  from  03.17  to  00.92;  on 
Interstate  cars  from  09.90  to  04.04,  and  on  all  traffic  from  05.87  to  01.99. 

"These  results  are  only  typical  of  our  experience  under  different  rates  in  Cali- 
fornia and  emphasize  the  historical  fact  that  the  higher  rates  have  not  only  brought 
about  the  prompt  release  of  cars,  but  have  at  the  same  time  greatly  reduced  the 
payment  of  demurrage  by  shippers. 

"Had  the  $1.00  rate  in  Arizona  been  retained  with  the  same  result,  the  number 
of  cars  held  overtime  during  the  six  months  in  1914  would  have  been  5,941  instead 
of  2,016  and  the  demurrage  would  have  been  $22,265.00  instead  of  $13,345.00,  or 
22  cents  per  car  reported  instead  of  13  cents,  a  saving  of  9  cents  per  car." 

It  is  a  common,  but  altogether  erroneous,  belief  that  an  increase 
in  demurrage  rates  increases  proportionately  the  amount  of  de- 
murrage paid  to  carriers,  this  011  the  theory  that  just  as  many 
cars  will  incur  demurrage  and  be  held  the  same  length  of  time 
as  at  the  lower  rate.  Actual  experience  of  over  five  years'  appli- 
cation of  high  rates  in  California  proves  conclusively  that  just 
the  reverse  is  true.  When  the  uniform  rate  of  $1.00  was  in  effect 
the  average  demurrage  charge  was  26  cents  per  car  reported; 
at  the  $6.00  rate  the  average  per  car  reported  was  a  fraction  over 
11  cents  and  at  the  $3.00  rate  about  12  cents  per  car. 

In  substance,  the  high  demurrage  has  brought  about  benefits, 
mutual  to  the  shipper  and  the  carrier,  of  which  the  following  are 
a  few : 

(1)  It  has  first,  and  most  important  of  all,  increased  the  sup- 
ply of  empty  cars  for  the  use  of  shippers  who  have  freight  to 
move. 

(2)  By  giving  the  shipper  a  reasonable  assurance  of  a  car 
when,  he  wants  it,  together  with  the  high  rate  in  case  of  failure 
to  load  promptly,  has  caiised  him  to  be  careful  not  to  order  more 
cars  than  he  needs,  or  in  advance  of  the  time  required. 
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(3)  It  has  caused  the  consignee  to  regulate  the  volume  of 
freight  and  the  time  of  its  shipment  to  correspond  with  his 
storage  capacity  and  unloading  facilities. 

(4)  It  has  largely  eliminated  the  curb-stone  broker,  with  an 
office  in  his  hat,  and  benefltted  legitimate  dealers  with  capital 
and  facilities  necessary  to  remove  freight  from  cars  promptly. 

(5)  It  has   prevented   the   congestion   at  terminals   and   the 
blocking  of  yards  at  intermediate  stations  by  the  setting  out  of 
cars  in  excess  of  the  tract  capacity  of  terminals,  has  made  possi- 
ble a  continuous  movement  of  cars  from  point  of  shipment  to 
final  destination,  and  for  the  same  reason  it  has  reduced  com- 
plaints of  "bunching  in  transit." 

(6)  It  has  decreased  the  cost  of  switching  and  at  the  same 
time  increased  the  efficiency  of  that  service  by  the  elimination  of 
old  loads,  which  formerly  had  to  be  removed  and  replaced  re- 
peatedly in  the  performance  of  routine  yard  work,  and  has  for 
the  same  reason  decreased  claims  for  damage  to  freight  in  cars 
caused  by  their  frequent  removals  and  replacings. 

(7)  It  has  enabled  the  Car  Distributer  to  calculate  almost  to 
a  certainty  the  time  and  the  number  of  cars  which  will  be  made 
empty  each  day  and  available  for  the  use  of  shippers. 

(8)  It  has  caused  the  consignee  to  be  more  exacting  in  his  de- 
mands for  prompt  and  regular  movement  of  cars  in  transit;  in 
prompt  notification  of  arrival  at  destination  and  in  first-class 
switching  service ;  all  of  which  is  entirely  proper ;  to  the  mutual 
good  of  everybody  concerned,  but  which  is  generally  lacking  in 
$1.00  territory,  especially  when  coupled  with  that  twin  antique- 
called  the  "Average  Agreement." 


COMMENTS   ON  MR.  MOTE'S   LETTER. 

By  Mr.  SETH  MANN. 

The  $3.00  demurrage  rate,  assessed  on  State  business  in  Cali- 
fornia, seems  to  be  looked  upon  with  favor  by  the  substantial 
shippers  and  receivers  of  carload  freight.  Its  operation,  so  far, 
has  resulted  in  the  collection  of  less  demurrage  charges  in  actual 
amount  of  money  in  relation  to  the  number  of  cars  handled  than 
resulted  under  the  rule  of  $1.00  per  day  per  car.  It  is  the  sense 
of  the  several  merchants  and  shippers  of  freight,  consulted  in 
San  Francisco,  that  the  operation  of  the  $3.00  rule  is  advantage- 
ous to  all  concerned — having  the  Affect  of  keeping  the  cars  mov- 
ing, causing  buyers  to  make  their  purchases  and  order  their  goods 
forward  with  more  care  than  under  the  $1.00  rule. 
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Mr.  E.  E.  Mote  *  *  *  has  shown  me  a  copy  of  his  letter  of 
October  9th  to  you,  and  it  is  my  opinion  that  this  letter  sets  forth 
the  situation  in  a  very  fair  manner. 

Mr.  TIMANUS,  of  Maryland.  Mr.  President,  I  move  the  adoption 
of  the  report. 

The  motion  was  seconded. 

Mr.  DECKER,  of  New  York.  Are  there  any  recommendations  in 
the  report? 

The  PRESIDENT.  I  do  not  recall  any. 

Mr.  THORNE,  of  Iowa.  It  approves  a  number  of  different  things. 

The  PRESIDENT.  It  approves  a  number  of  different  policies, 
such  as  the  policy  of  reciprocal  demurrage,  but  there  are  no 
recommendations  made,  I  think. 

The  SECRETARY.  There  are  no  specific  recommendations  made. 

Mr.  BURR,  of  Florida.  Mr.  President,  since  we  have  not  had 
time  to  study  that  report  thoroughly  enough  to  know  just  what 
we  are  acting  upon,  I  move  as  a  substitute  that  instead  of  adopt- 
ing it,  the  report  be  received  and  printed. 

Mr.  DECKER,  of  New  York.  I  second  that  motion. 

The  PRESIDENT.  As  a  substitute  to  the  original  motion  to  adopt 
the  report,  it  is  moved  and  seconded  that  the  report  be  received 
and  printed. 

Mr.  TIMANUS,  of  Maryland :  I  withdraw  my  motion. 

The  PRESIDENT.  The  original  motion  having  been  withdrawn, 
the  motion  of  Mr.  Burr,  of  Florida,  will  be  treated  as  an  original 
motion. 

The  motion  was  agreed  to. 

Mr.  ATKINSON,  of  Missouri.  Did  the  Committee  whose  report 
has  just  been  read  consider  the  question  of  rental  of  car  tracks? 
The  carriers  in  some  localities,  especially  in  the  large  cities,  find 
that  that  is  a  problem  of  some  importance.  I  think  the  question 
has  been  before  the  Interstate  Commerce  Commission  a  number 
of  times.  I  should  like  to  know  if  the  Committee  have  con- 
sidered that  element  along  with  demurrage,  and  whether  it  should 
be  included  in  the  demurrage  charge,  or  whether  there  should  be 
a  separate  allowance  for  track  rental,  especially  in  the  large 
cities  wrhere  the  terminals  are  valuable,  and  where  shippers  some- 
times find  the  demurrage  cheaper  than  storage  charges. 

The  PRESIDENT.  Is  there  a  member  of  the  Committee  who  can 
answer  that  question? 

Mr.  TIMANITS,  of  Maryland.  I  do  not  believe  there  is  a  member 
of  the  Committee  present  who  can  answer  that.  I  seem  to  be  the 
only  one  here,  and  I  cannot  answer  it. 
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EXPRESS    SERVICE    AND    EXPRESS    RATES. 

The  PRESIDENT.  The  next  report  is  that  of  the  Committee  on 
Express  Service  and  Express  Rates.  Is  the  Chairman  ready  to 
report? 

Mr.  DECKER,  of  New  York.  Yes,  Mr.  President.  Before  reading 
the  report  I  should  like  to  call  attention  to  the  report  of  the  Com- 
mittee of  last  year  (page  59),  which  appears  to  lay  a  basis  for  the 
action  of  the  Committee  this  year.  I  should  like  to  read  an 
extract  from  that  report : 

"The  question  then  which  this  association  has  to  deal  with,  and  in  which  every 
State  commission  is  necessarily  interested  as  to  solution,  is  whether  a  uniform 
hundred  pound  and  graduating  scale  can  be  adopted  for  the  States  either  by 
acceptance  of  the  interstate  basis  as  fixed  by  the  Interstate  Commerce  Commission 
or  by  variations  therefrom  agreed  upon  by  the  commissions  of  the  various  States 
and  put  in  force  separately  by  the  individual  State  commissions.  This  question 
brings  up  some  rather  nice  considerations. 

"1.  Is  the  Interstate  Commerce  Commission  rate  basis  and  graduating  scale 
on  the  whole  properly  to  be  accepted  by  the  State  commissions  for  application  to 
intrastate  traffic. 

"2.  If  so  regarded,  will  they  be  accepted  and  put  in  force  by  the  various  State 
commissions  ? 

"3.  If  there  is  considerable  dissent  therefrom,  will  a  conference  between  repre- 
sentatives of  the  State  commissions  result  in  a  uniform  rate  basis  and  scale  for 
intrastate  rates,  either  the  Interstate  Commerce  Commission  rate  basis  and  scale, 
or  some  other  agreed  upon  rate  basis  and  scale,  which  can  be  made  to  work  out 
with  reference  to  the  appropriate  adjustment  of  related  interstate  and  State 
charges?" 

The  report  of  last  year  then  went  on  to  say : 

"Reflection"  during  the  year  has  convinced  the  Committee  that  these  matters 
cannot  be  determined  satisfactorily  by  a  committee  of  this  size  even  to  the  point 
of  reaching  a  conclusion  or  recommendation.  It  is  assumed  that  practically  every 
State  commission  has  a  copy  of  the  order  of  the  Interstate  Commerce  Commission 
and  that  every  State  commission  has  under  consideration  the  charges  for  hundred 
pounds  and  the  graduating  scale  which  should  be  properly  applicable  within  its 
jurisdiction.  Your  Committee  is  of  the  opinion  that  the  whole  matter  should  be 
discussed  by  this  convention  in  the  first  instance,  and  that  the  question  whether 
concerted  action  by  the  State  commissions  with  reference  to  these  intrastate  express 
rates  is  appropriate  and  feasible  should  be  determined  by  the  convention  at  this 
session." 

The  Committee  of  1913  consisted,  I  believe,  of  seven  members. 
As  the  result  of  its  report,  an  extract  from  which  I  have  read, 
the  association  last  year  in  convention  appointed  a  Committee 
of  one  from  each  State,  with  the  object  of  determining  the  ques- 
tions which  I  have  read. 

That  Committee  was  appointed  and  it  promptly  met  in  Chicago. 
It  presents  the  following  report: 
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REPORT  OF  COMMITTEE   ON  EXPRESS   SERVICE  AND   EXPRESS 

RATES. 

Decker,  Martin  S.,  of  N.  Y.,  2nd  D.,  Chairman. 

McCord,   Leon,  of  Ala.  Williams,  Geo.  V.  S.,  of  X.  Y.,  2nd  D. 

Geary,  W.   P.,  of  Ariz.  Maxwell,   A.   J.,  of   North  Carolina. 

McKnight,  Wm.  F.,  of  Ark.  Stutsman,   W.   H.,   of   North  Dakota 

Thelen,   Max,  of  Cal.  Marshall,  C.   C,  of  Ohio. 

Kendall,  Sheridan   S.,  of  Colo.  Love,  J.  E.,  of  Okla. 

Ford,  Theo.  B.,  of  Conn.  Miller,  Frank  J.,  of  Ore. 

Dunn,  Royal  C,  of  Fla.  Johnson,  Emory  R.,  of  Pa. 

Webster,  J.  Prince,  of  Ga.  Cunningham,  C.  S.,  of  Mich. 

Blomquist,  J.  A.,  of  Idaho.  Elmquist,  Chas.  E.,  of  Minn. 

Quan,  James  E.,  of  111.  Sheppard,  F.   M.,  of   Miss. 

Murphy,  Chas.  J.,  of  Ind.  B'ee,  C.  B.,  of  Missouri. 

Thorne,  Clifford,  of  Iowa.  Morley,  E.  A.,  of  Montana. 

Foley,    C.   F.,  of   Kansas.  Bliss,  W.  C.,  of  Rhode  Island. 

Garrett,  H.  G.,  of  Ky.  Richards.    John    G..    Jr.,    of    S.    C. 

Taylor,   Shelby,  of  Louisiana.  Smith,  W.  G.,  of  South  Dakota. 

Spofford,  Elmer  P.,  of  Maine.  Avent,  Frank,  of  Tennessee. 

Laird,  Philip  D.,  of  Maryland.  Mayfield,  Allison,  of  Texas. 

Stone,  Everett  E.,  of  Mass.  Pollard,  Park  H.,  of  Vermont. 

Hall,  Thomas  L.,  of  Nebraska.  Wingfield,  J.  Richard,  of  Va. 

Simmons,  W.  H..  of  Nevada.  Harding,   Chester,  of  D.  C. 

Worthen,  Thos.  W.  D.,  of  N.  H.  Godman,  M.  M.,  of  Washington. 

Hillery,  Thomas  J.,  of  N.  J.  Bronson,  Chas.  H.,  of  W.  Va. 

Groves,  M.  S..  of  New  Mexico.  Erickson,   Halford,  of  Wis. 
(Members  of  this  Committee  not  furnished  by  State  commissions  have  been 

supplied.) 

The  Committee  on  Express  Service  and  Express  Kates  held  a 
meeting  at  Hotel  La  Salle,  Chicago,  111.,  December  11,  12  and  13, 
1913.  This  Committee  is  composed  of  one  representative  from 
each  State.  There  were  present  on  the  first  day  representatives 
from  twenty-four  states,  also  Messrs.  Ryan  and  Dunlap  repre- 
senting the  Interstate  Commerce  Commission,  and  most  of  the 
principal  and  subordinate  legal  and  traffic  officers  of  the  various 
express  companies,  and  a  considerable  number  of  persons  repre- 
senting various  commercial  organizations,  including  the  Mer- 
chants' Association  of  Xew  York.  The  morning  and  afternoon 
sessions  were  held  on  December  11  and  12,  with  a  closing  session 
on  the  morning  of  December  thirteenth.  The  time  of  the  first  two 
days  was  largely  taken  up  in  a  general  discussion  of  the  subject 
matter  with  which  the  Committee  was  concerned,  i.  e.,  the  order 
of  the  Interstate  Commerce  Commission  in  the  express-rate  case 
as  to  practicability  of  application  to  intrastate  express  traffic. 

The  Interstate  Commerce  Commission's  plan  for  making  and 
stating  of  express  rates  to  apply  on  interstate  express  traffic  was 
explained  in  detail  very  ably  by  Mr.  Eyan,  and  the  representatives 
of  the  various  express  companies  fully  stated  their  views  and  gave 
their  reasons  as  to  the  desirability  of  uniform  methods  prevailing 
both  as  to  schedule  form,  base  rates,  governing  schedules,  etc.,  to 
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apply  cm  both  interstate  and  intrastate  express  traffic.  The  repre- 
sentatives of  commercial  organizations  present  also  well  stated 
their  views  in  relation  to  the  desirability  of  the  application  of  the 
Interstate  Commerce  Commission's  plan  to  intrastate  express 
traffic.  It  was  brought  out  in  the  discussion  that  none  of  the 
States  had  made  a  thorough  point-to-point  comparison  as  between 
the  then  effective  merchandise  rates  and  the  first-class  rates  which, 
would  prevail  under  the  Interstate  Commerce  Commission's  plan, 
nor  between  general  specials  or  specific  commodity  rates  and 
second-class  rates  as  provided  in  such  plan,  but  from  such  com- 
parisons as  had  been  made  it  was  disclosed,  in  cases  where  the 
service  was  performed  by  a  single  express  company,  that  gener- 
ally in  all  states  the  so-called  minimum  or  short-distance  rates,. 
both  class  and  commodity,  were  lower  than  they  would  be  under 
the  interstate  plan,  and  that  the  proposed  plan  of  stating  rates 
and  application  of  base  and  rate  scales  would  generally  for  all 
distances  effect  advances  on  shipments  weighing  eighty  pounds 
and  over,  and  decreases  on  shipments  weighing  less  than  eighty 
pounds,  and  in  all  cases  and  for  all  distances  would  effect  de- 
creases in  rates  on  all  classes  of  traffic  where  the  service  was 
performed  by  two  or  more  express  companies,  except  as  between 
common  points. 

The  opinion  of  the  Committee  in  general  appeared  to  be  that 
as  a  matter  of  public  policy  it  was  important  that  schedules 
stating  express  rates  applicable  to  interstate  and  intrastate  traffic 
should  be  uniform  as  to  size  and  in  the  arrangement  of  the  matter 
contained,  and  that  so  far  as  practicable  the  classification  of 
articles,  rules  governing  shipment,  etc.,  should  also  be  standard 
for  all  express  traffic,  but  as  to  the  rates  per  hundred  pounds  and 
rate  scales  for  shipments  weighing  less  than  one  hundred  pounds 
it  was  not  practicable  at  that  meeting  in  Chicago  to  approve  or 
disapprove  as  a  whole  their  application  to  express  traffic  within 
any  one  or  all  of  the  States  represented. 

A  resolution  was  adopted  appointing  a  sub-committee  to  confer 
with  the  express  companies  with  a  view  of  securing  a  revision 
of  the  Interstate  Commerce  Commission's  sub-block  zones  estab- 
lishing five  instead  of  three  such  zones  for  each  such  sub-block 
with  lower  per-hundred-pound  rates  together  with  corresponding 
reduced  rate  scales  for  the  first  two  zones.  The  sub-committee 
immediately  took  up  the  work  assigned  it  with  the  representatives 
of  the  express  companies  there  present,  Mr.  Ryan,  representing 
the  Interstate  Commerce  Commission,  assisting. 

Under  the  plan  devised  by  the  Interstate  Commerce  Com  mis- 
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sion  the  entire  United  States  was  divided  into  five  large  express 
traffic  zones  with  differing  per-hundred-pcund  rates  and  rate 
scales  for  both  block  and  sub-block  application.  The  sub-coni- 
mittee  succeeded  in  reaching  a  tentative  agreement  with  the  ex- 
press companies  for  revision  of  the  sub-block  zones  in  each  of  the 
live  large  traffic  zones,  and  also  tentative  modified  rates  for  ap- 
plication to  such  revised  sub-blocks.  The  sub-committee  decided 
to  submit  its  work  to  regulative  authorities  of  each  State,  and 
recommend  that,  so  far  as  it  affected  each  such  State,  the  regula- 
tive bodies  of  such  'States  as  made  up  each  of  the  five  large  traffic 
zones  fix  dates  for  meetings  with  the  express  companies  operat- 
ing therein  and  work  out  for  themselves  general  application  of  the 
Interstate  Commerce  Commission's  plan  as  far  as  practicable.  As 
late  information  as  it  has  been  found  possible  to  obtain  shows 
that  the  Interstate  Commerce  Commission's  plan  of  stating  ex- 
press rates  is  now  in  operation  in  thirty-six  States,  and  that  this 
Committee's  recommendations  as  to  revision  of  sub-blocks  and 
rates  applying  have  been  generally  adopted  by  all  such  States  and 
are  now  in  force  applying  to  both  state  and  interstate  traffic,  the 
Interstate  Commerce  Commission  having  given  permission  to 
make  the  necessary  modifications.  Negotiations  are  still  going  on 
as  to  the  remaining  twelve  States. 

As  a  general  proposition  wherever  the  express  companies  had 
in  force  commodity  tariffs  applying  to  state  traffic  which  provided 
lower  rates  or  charges  on  specific  articles  than  would  apply  under 
the  Interstate  Commerce  Commission's  plan,  such  schedules  have 
been  continued  in  force. 

In  order  to  obtain  comprehensive  facts  the  Committee  sent  out 
a  series  of  questions  to  the  various  state  bodies.  From  replies 
received  the  foregoing  statement  as  to  the  substantial  adoption 
of  the  interstate  plan  with  this  Committee's  recommendations  is 
fully  confirmed.  Under  the  Interstate  Commerce  Commission's 
express  rate  order  there  now  obtains  generally  throughout  the 
Union  standard  forms  for  express  rate  schedules  with  uniform 
regulations  governing  acceptance,  forwarding,  and  delivery  of 
shipments  including  classification  of  articles  and  method  of  pack- 
ing for  shipment,  etc.  As  to  the  applying  rates  they  are  more  uni- 
form than  ever  before.  There  are  now,  and  always  will  be,  con- 
ditions existing  peculiar  to  each  state  and  to  different  sections 
of  each  state  which  will  require  departures  as  to  applying  rates 
from  any  fixed  plan,  but  it  appears,  however,  from  the  reports 
submitted  to  the  Committee  that  these  peculiar  circumstances 
and  conditions  have  generally  been  met  without  disturbing  the 
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general  scheme  laid  down  by  the  Interstate  Commerce  Commis- 
sion. The  parcel  post  has  taken  from,  the  express  companies  a 
hirgo  amount  of  business,  and  because  of  the  increased  charge 
for  shipments  weighing  one  hundred  pounds  or  more  it  must  also 
be  the  case  that  some  business  of  that  character  has  gone  to  the 
railroad  companies. 

It  can  be  fairly  stated,  I  think,  that  the  great  reform  of  express 
rates  which  was  the  subject  of  so  much  agitation  two  or  three 
years  ago  has  been  effectually  accomplished.  Very  great  simplifi- 
cation of  the  classifications  and  tariffs  of  express  companies  has 
been  reached  through  the  action  of  the  Interstate  Commerce 
Commission  supplemented  by  the  action  of  the  various  State 
Commissions,  One  result  has  been  the  widespread  adoption  of 
the  general  rate  »plan  of  the  Interstate  Commerce  Commission 
as  to  state  traffic  as  well  as  interstate  traffic.  This  has  brought 
about  the  accomplishment  of  uniformity  for  both  in  the  general 
interstate  plan,  but  that  plan  as  adopted  so  largely  by  the  States 
has  been  at  the  expense  of  elasticity  in  rate  changes.  Under  the 
present  plan  it  is  not  practicable  to  change  particular  rates  with- 
out interfering  with  a  very  large  part  of  the  entire  scheme  as 
affecting  rates  within  the  State  and  as  affecting  rates  in  States 
bordering  upon  that  particular  State,  and  when  I  say  affecting 
such  other  rates  I  mean  by  destroying  rate  relations  and  having 
some  effect  upon  competitive  conditions.  In  most  instances  the 
practicable  way  to  effect  rate  changes  is  by  increasing  the  special 
commodity  list.  On  the  other  hand,  the  number  of  complaints 
under  the  new  rates  appear  to  have  been  surprisingly  small. 

The  effect  of  the  rate  changes  caused  through  adoption  of  the 
Interstate  Commerce  Commission  scale  bases  cannot  be  stated  or 
indicated  since  there  has  also  been  considerable  diminution  of 
traffic  for  the  express  companies  caused  by  the  introduction  of  the 
parcel  post  service  and  rates.  The  net  results  from  all  causes  are 
somewhat  indicated  by  the  financial  reports  of  the  express  com- 
panies. Following  is  a  table  showing  these  results  for  each  of 
the  principal  express  companies  and  for  all  of  such  companies 
taken  together  for  the  years  ending  June  30, 1913,  and  1914.  This 
table  shows  the  operating  income  after  deducting  operating  ex- 
penses and  taxes.  Where  a  deficit  from  operation  isi  shown  the 
item  is  indicated  bv  an  asterisk. 
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INCOME  OF  EXPRESS   COMPANIES  FOR  YEARS  ENDING   JUNE   30,   1913 

AND  1914. 

1913  1914 

Operating  Operating 

Mileage       Income       Mileage       Income 


Adams   

38,085.29 

*$24,651 

38,382.94 

"$965,385 

American  

61,531.30 

571,877 

61,518.83 

*G44,769 

Canadian  

7,183.53 

307,625 

7,680.31 

88,816 

Canadian    Northern 

5,758.67 

212,522 

6,152.77 

173,092 

Globe   

2,839.78 

21,935 

2,839.78 

*27,242 

Great  Northern  .  .  . 

9,330.24 

257,553 

9,333.29 

193,182 

Northern  

8,108.30 

303,951 

8,118.34 

263,615 

Southern   

33,406.60 

1,174,619 

33,704.60 

890,773 

United  States  

33,140.16 

*109,511 

30,938.33 

*572.900 

Wells  Fargo  

96,847.19 

1,658,823 

99,017.36 

1.044.256 

Western  

4,936.69 

38,711 

5,008.97 

*38.904 

*  —  Deficit. 

ALL  EXPRESS  COMPANIES  NAMED. 

\ 

1913  1914 

Total  Mileage 301,167.75        302,695.52 

Total  Operating  Income        $4,413,459          $404,529 
Income  Loss,  One  Year 


$4,008,930 


Total  Gross  Revenue  . .     $168,880,923    $158,879,059 
Gross     Revenue     Loss, 

One  year   $10,001.864 

The  United  States  Express  Company  has  withdrawn  from 
operation  and  its  field  has  been  occupied  by  other  express  com- 
panies. Any  results  from  such  change  must,  of  course,  be  reflected 
from  figures  other  than  those  now  available.  That  company 
operated  at  a  deficit  in  both  1913  and  1914.  All  the  companies  as 
indicated  by  the  foregoing  figures  show  serious  deductions  from 
income  and  many  of  them  show  large  income  deficits  from, 
operation. 

It  is',  of  course,  too  early  to  hazard  an  opinion  based  upon  these 
figures  that  the  express  business  of  the  country  cannot  be  con- 
tinued to  be  operated  under  present  conditions,  but  all  must 
concede  that  such  figures  constitute  a  basis  for  apprehension  and 


,  PROCEEDINGS  OF  THE   CONVENTION.  53 

for  serious  thought  and  consideration  in  the  future  in  connection 
with  further  reports  of  financial  returns. 

These  railroad  express  companies  apparently  operate  under 
present  conditions  and  rates  with  greater  profit  in  sparsely  settled 
territory  than  they  do  in  the  populous  districts  embracing  large 
cities  because  the  expensive  service  of  collection  and  delivery 
attaches  more  generally  in  such  populous  districts  and  is  less  fre- 
quently provided  in  sparsely  settled  sections.  It  does  not  appear 
that  this  is  made  up  or  met  by  the  greater  amount  of  traffic  which 
is  handled  in  the  populous  districts.  It  is  unnecessary  to  indulge 
in  further  comment  at  this  time  beyond  saying  that  we  are  likely 
to  have  under  consideration  in  the  comparatively  near  future  the 
question  of  providing  sufficient  revenue  for  the  continued  profit- 
able operation  of  the  express  service  over  railroads  in  the  United 
States. 

The  express  companies  have  no  great  fixed  charges  and  they 
are  under  no  necessity  of  obtaining  such  revenue  over  operating 
expenses  and  taxes  as  would  be  indicated  by  a  low  percentage 
of  expenses  to  gross  earnings.  The  necessary  profit  for  express 
companies  is  extremely  small  as  compared  with  the  necessary 
profit  of  railroads  over  operating  expenses  in  order  to  meet  their 
interest  charges  and  pay  fair  returns  on  investment,  but  it  must 
be  clear  to  all  that  if  the  revenue  losses  indicated  in  the  financial 
report  above  used  are  to  continue  reductions  in  the  cost  of  opera- 
tion or  increases  in  the  gross  revenues  must  have  serious  and  care- 
ful consideration. 

Part  of  the  expenses  of  the  express  companies  consists  of  the 
moneys  paid  to  the  railroads1  for  transportation.  For  the  year 
-ending  June  30,  1913,  $83,872,497.00,  oi<  49.66%  of  gross  receipts 
from  express  operation,  were  paid  to1  the  railroads.  For  the  year 
ending  June  30,  1914,  $79,858,819.00,  or  50.26%  of  gross  revenues 
from  express  operation,  were  paid  to  the  railroads.  The  magni- 
tude of  the  amounts  annually  paid  to  railroad  companies  by 
express  companies  for  express  transportation  must  be  a  great 
factor  calling  for  analysis  in  the  near  future!  in  connection  with 
the  necessary  treatment  by  regulating  Commissions  of  the  question 
as  to  continuation  of  the  express  service  to  the  public  at  reason- 
able rates. 

In  view  of  the  large  membership  of  the  Committee  it  has  not 
been  practicable  to  distribute  this  report  for  approval,  and  as  no 
recommendation  is  here  made  this  report' is  respectfully  submitted 
"by  the  Chairman  of  the  Committee  with  request  that  it  be  re- 
ceived and  printed  and  that  the  general  question  of  express  rates 
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and  express  service  be  set  down  for  discussion  at  an  appropriate 
time  during  the  session  of  the  Convention.  Acknowledgments  are 
due  Mr.  C.  B.  Bee  of  Missouri,  and  other  members  of  the  Sub- 
Committee  and  to  Mr.  W.  H.  Chandler,  of  the  Merchants'  Asso- 
ciation of  New  York,  for  valuable  co-operation. 

Washington,  D.  C., 
Nov.  17,  1914. 

MARTIN  S.  DECKER, 

Chairman. 


Mr.  DECKER,  of  New  York.  From  this  report  it  will  be  seen 
that  the  operating  income  of  the  express  companies  for  1914, 
instead  of  being  $4,400,000,  as  it  was  for  1913,  is  shown  to  be 
$404,529,  and  the  total  gross  revenue  was  reduced  $10,000,000. 

Mr.  BARROW,  of  Louisiana.  Have  you  any  figures  showing  the 
total  amount  paid  to  the  railroad  companies  by  the  express  com- 
panies? 

Mr.  DECKER,  of  New  York.  I  have  those  figures.  About  half 
the  total  revenue  was  paid  to  the  railroad  companies,  taking 
them  by  and  large. 

Mr.  YAPP,  of  Minnesota.  I  notice  that  in  this  report  comparison 
is  made  with  the  year  1913.  In  view  of  the  fact  that  express  con- 
ditions have  changed  since  then,  is  that  comparison  entirely  fair? 
Should  not  the  comparison  be  applied  to  the  old  rates  instead  of 
the  new  ones? 

Mr.  DECKER,  of  New  York.  I  do  not  know  that  I  understand 
the  question. 

Mr.  YAPP,  of  Minnesota.  Yrou  are  comparing  the  results  under 
the  present  rates  with  the  results  under  the  old  rates? 

Mr.  DECKER,  of  New  York.  Yes. 

Mr.  YAPP,  of  Minnesota,  Now,  the  present  conditions  have  en- 
tirely changed.  The  question  in  my  mind  is  whether  that  is  a 
fair  comparison,  and  whether  you  should  not  make  a  comparison 
on  the  present  basis,  but  apply  the  old  rate. 

Mr.  DECKER,  of  New  York.  I  did  not  do  that,  and  I  do  not  think 
anybody  here  has  done  it.  How  could  you  possibly  do  it? 

Mr.  YAPP,  of  Minnesota.  On  page  3  of  your  report,  you  say : 

"As  a  general  proposition  wherever  the  express  companies  had  in  force  com- 
modity tariffs  applying  to  State  traffic  which  provided  lower  rates  or  charges  on 
specific  articles  than  would  apply  under  the  Interstate  Commerce  Commissions 
plan,  such  schedules  have  been  continued  in'  force." 
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In  that  statement  do  you  have  reference  to  the  alphabetical 
scale? 

Mr.  DECKER,  of  New  York.  I  have  reference  to  the  special  com- 
modity rates. 

Mr.  YAPP,  of  Minnesota.  Is  it  your  intention  to  ignore  the 
classification  entirely? 

Mr.  DECKER,  of  New  York.  I  am  referring  to  the  old  com- 
modity rates,  which  have  not  been  generally  increased. 

Mr.  YAPP,  of  Minnesota.  Do  I  understand  that  it  leaves  the  old 
commodity  rate  still  in  effect? 

Mr.  DECKER,  of  New  York.  I  do  not  think  I  said  so.  I  referred 
to  those  special  commodities  which  were  enumerated  by  name  in 
the  tariffs  rather  than  to  the  scales.  There  are  certain  com- 
modities in  the  'State  of  New  York,  for  instance,  which  take 
special  commodity  rates.  Those  have  not  been  disturbed. 

Mr.  TAYLOR,  of  Nebraska,  I  should  like  to  ask  Mr.  Decker 
whether  the  Committee  gave  any  consideration  to  the  apparent 
discrepancy  in  the  operating  income  and  the  total  gross  revenue. 
I  observe  that  the  reduction  in  total  gross  revenue  is  about  10 
per  cent.,  whereas  the  reduction  in  the  operating  income  is  be- 
tween 400  and  500  per  cent.  Is  any  analysis  made  of  the  expenses 
that  were  deducted  from  the  total  gross  income? 

Mr.  DECKER,  of  New  York.  I  am  very  much  obliged  to  Mr. 
Taylor  for  bringing  that  to  my  attention.  It  has  been  impossible 
to  make  such  an  analysis,  ^because  these  figures  have  only  recently 
been  compiled.  All  that  the  Committee  has  done  in  making  this 
report  is  to  present  the  total  figures.  It  has  not  been  possible  to 
go  into  costs  and  reasons.  I  think  you  will  notice  that  the  report 
is  very  carefully  worded,  so  as  not  to  take  any  excluding  position. 
I  do  not  think  there  has  been  quite  time  enough  to  say  definitely 
that  these  disastrous  revenue  results  are  actually  going  to  con- 
tinue. The  period  covered  by  this  report  includes  only  five 
months  of  the  application  of  the  new  rates,  and  not  all  of  that, 
because  it  took  a  very  considerable  time  for  the  States  to  get 
into  line  and  adopt  the  new  rates.  Indeed,  it  may  be  that  we 
shall  have  to  wait  several  months  before  we  can  get  any  demon- 
strated results.  When  we  get  them,  the  next  question  is  to  think 
about  what  shall  be  the  remedy. 

Mr.  TAYLOR,  of  Nebraska.  Before  drawing  any  conclusions  from 
figures  of  this  sort,  should  they  not  be  carefully  analyzed?  There 
is  such  an  enormous  discrepancy  between  the  gross  revenue  in 
one  period  as  against  net  income  in  the  same  period  that  it  seems 
as  though  there  must  be  something  radically  different  in  the 
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method  of  accounting  that  would  bring  about  such  a  change  as 
that.  Before  drawing  any  conclusions,  it  seems  to  me  it  is  neces- 
sary to  have  a  pretty  careful  analysis  of  the  operating  conditions, 
together  with  a  statement  of  the  accounting  methods  of  the  com- 
panies themselves. 

Mr.  THORNB,  of  Iowa.  I  understand  the  figures  that  Mr.  Taylor 
refers  to  present  this  situation :  The  decline  in  the  percentage 
is  great  in  one  instance  and  small  in  the  other,  but  the  decline 
in  dollars  is  not.  There  is  a  decline  in  operating  expenses.  There 
is  here  on  the  surface  no  apparent  juggling  of  operating  expenses 
•or  maintenance  figures.  The  operating  expenses  have  declined 
slightly,  and  in  spite  of  that  decline  in  operating  expenses  there 
is  a  decline  of  $4,000,000  in  the  net  income  out  of  a  total  of  only 
$4,400,000  in  1913.  It  presents  to  my  mind  an  ama/ing  situation. 
I  do  not  know  whether  it  spells  the  elimination  of  the  express 
business  in  this  country  or  not. 

Of  course  the  action  of  the  Interstate  Commeree  Commission 
is  not  the  only  factor.  The  parcel  post  has  come  in  the  mean- 
time. I  belong  to  this  Committee,  but  did  nothing  in  connection 
ivith  its  work.  I  believe  Mr.  Decker  has  performed  a  very  able 
and  efficient  service.  He  had  a  difficult  task  to  meet.  He  had 
conflicting  express  charges  in  48  States  throughout  the  country 
to  deal  with,  but,  now,  this  uniform  system  has  been  adopted  by 
the  vast  majority,  and  present  negotiations  indicate  that  it  will 
3be  adopted  by  the  others. 

I  suggest  as  an  amendment  to  this  motion  that  the  report  be 
received  and  printed,  and  that  the  Committee  be  continued  for 
the  coining  year  with  Mr.  Decker  as  Chairman,  because,  I  think, 
they  have  here  a  tremendous  problem  to  deal  with,  and  no  per- 
sons are  more  familiar  with  it  than  these  gentlemen  who  have 
had  charge  of  it  during  the  past  year. 

Mr.  DECKER,  of  New  York.  Do  yon  think  the  Committee  should 
"be  continued  with  a  membership  from  each  State,  or  not? 

Mr.  THORNB,  of  Iowa.  I  submit  to  your  judgment.  What  is 
your  idea? 

Mr.  DECKER,  of  New  York.  I  know  that  there  will  have  to  be 
a  Committee  this  year  to  do  something  more  than  confer.  They 
will  have  to  get  down  into  the  details  of  the  work. 

Mr.  THORNB,  of  Iowa.  Would  you  suggest  a  Committee  of  five, 
-so  that  yon  could  have  more  intelligent  discussion  and  comment? 

Mr.  DF.CKKU.  of  New  York.  My  idea  was  to  have  a  Committee 
of  about  eleven,  rarrfully  chosen  from  the  principal  localities  of 
the  country. 


S    UK    'NIK.    OhNVKNTION. 

.Mr.  TimijMJ,  of  lo\v:i.  I  accept  that  :is  MII  amendment  to  my 
motion,  though  I  do  not  know  why  you  should,  select  the  par- 
ticular number  eleven,  inslead  of  Iwelve. 

Mr.  I  >i<:<'Ki<;i;.  of  New  York.  I  was  trying  to  get  the  usual  odd 
number. 

Mr.  TIIOKNK,  of  lo\\;i.  I  move  dial  :i  (^oininif  I  (MM)f  cloven  bo  ap- 
pointed, OF  continued,  willi  Mr.  Decker  :is  Chairman.  Then  per- 
haps (ho  <1ommiHee  r;m  be  divided. 

Mr.  DKCKKK,  of  New  York.  If  yon  niv  going  lo  divido  if  into 
sections,  it  would  l»o  heller  lo  have  ;in  even  number. 

Mr.  P.i'KK,  of  Florida.  Mr.  President,  (his  is  a  mailer  which 
nfVeels  every  Slale  in  Hie  Union,  and  I  Ihink,  therefore,  lhal  1ho 
suggestion  of  Mr.  Thome,  lirsl  made  by  him,  lo  continue  that 
rommilloe.  is  Ihe  best  plan,  so  lhal  every  Stale  may  have  repre- 
sentation, and  know  how  il  will  bo  affected  if  Ihe  Committee  pro- 
]>oses  any  changes  during  Ihe  year.  Now,  lo  gel  down  lo  a  work- 
ing basis,  lhal  whole  <1ommiHeo  might  select  a  Sub  <1onunil.lo(» 
of  a  woi-kablo  si/.e.  |o  do  Ihe  woi'k  lhal  yon  have  in  mind.  If  il  is 
necessary,  I  will  make  lhal  nioiion.  I  only  sui^esl  il  now  for 
your  cousideral  ion. 

TNFr.  l>K'('KKi{.  of  New  York.  I  would  ralher  lake  Ihe  jud.u'menf. 
Of  the  members  as  to 'whal,  should  be  Ihe  eons!  il  ul  ion  of  the 
rommiileo,  because  il  is  a  very  dilliciill  poinl  lo  decide. 

Mr.  YATKS,  of  Illinois.  \\'lion  you  sn^m'oslod  a  <1ommilloo  of 
eleven,  did  yon  have  in  mind  one  member  from  each  /one?  You 
had  a  Sub-(  1ommil  lee  before,  I  Ihiuk. 

Mr.  PWKKK,  of  New  York.  Yes,  we  did  have.  There  is  jnsl. 
one  poinl  aboul  a  larue  Commillee  you  have  (o  arrau.u'<>  lo  i^of, 
Ihcm  lordlier  and  have  a  ^euei'al  discussion,  Iheu  ai-ran^e  for 
a  Sub  ( 1ommil  lee,  and  (hen  p>  lo  work.  If  you  Ihink  I  hat  is 
imporlanl  if  you  Ihiuk  lhal  a  <1ommilloe  of  say  eleven  or  Iwelve 
can  best  lid  lo  work  and  find  oul  whal  is  wrou^  in  (his  silualion, 
and  then  have  aulhorily  lo  call  a  preliminary  meeliu^  wilh  rep- 
rosenlalives  l'i-om  each  Slale,  or  somelhinir  of  lhal  sorl,  (hen  very 
well,  1  will  agree  wilh  you.  However,  I  am  entirely  satisfied 
thai  I  lie  Ihing  be  done  which  seems  besl. 

Mr.  TIKH:NK,  of  Iowa.  I  have  one  more  suggoslion  as  lo  Hie 
make-up  of  lhal  Commillce.  II  is  lhal  Ihe  Commillee,  as  now  con- 
sliluled,  shall  conlinue  for  the  com  ing  year,  wilh  Mr.  Decker 
as  (liairman,  empowered  lo  appoinl  a  Sub  ( 1ommil  lee  of  I  wo 
members  from  each  laru'e  /one.  Thai',  will  make  a  Commilleeof 
oleven,  with  Mr.  Decker  as  Chairman,  and  uill  not  necessitate 
the  miscellaneous  conference  which  yon  suggest. 


58  NATIONAL   ASSOCIATION    OF   RAILWAY    COMMISSIONERS. 

Mr.  DECKER,  of  New  York.  And  have  a  meeting  of  the  whole 
Committee  when? 

Mr.  THORNE,  of  Iowa.  Whenever  you  like. 

The  PRESIDENT.  We  may  consider  that  motion  next.  The  first 
motion  that  has  been  made  and  seconded  is  that  the  report  of  the 
Committee  be  received  and  printed. 

The  motion  was  agreed  to. 

The  PRESIDENT.  Now,  Mr.  Thome,  we  will  hear  your  motion 
about  the  continuation  of  this  Committee. 

Mr.  THORNE,  of  Iowa.  My  motion  is  that  the  present  Committee 
be  continued  for  the  coming  year,  with  the  same  powers  and 
duties,  and  that  Mr.  Decker  be  continued  as  Chairman,  with 
authority  to  appoint  a  Sub-Committee  of  two  men  from  each 
zone  as  a  working  Committee. 

The  motion  was  seconded  and  agreed  to. 

Mr.  YATES,  of  Illinois.  I  should  like  to  ask  Mr.  Decker  a  ques- 
tion. I  understood  your  report  to-  show  that  the  total  income  of 
the  express  companies  for  the  year  ending  July  1,  1914,  was 
$158,000,000  as  against  $168,000,000  for  the  preceding  year? 

Mr.  DECKER,  of  New  York.  Yes,  in  round  figures. 

Mr.  YATES,  of  Illinois.  A  falling  off  of  $10,000,000? 

Mr.  DECKER,  of  New  York.  Yes. 

Mr.  YATES,  of  Illinois.  Am  I  correct  in  my  recollection  that, 
at  the  Committee  meeting  in  Chicago,  which  many  of  us  attended, 
the  express  companies  contended  that  they  would  sustain  a  loss 
of  $20,000,000? 

Mr.  DECKER,  of  New  York.  I  rather  think  they  did. 

Mr.  YATES,  of  Illinois.  In  other  words,  their  contention  of  a 
falling  off  of  $20,000,000  has  not  been  sustained? 

Mr.  DECKER,  of  New  York.  I  think  their  maximum  expectation 
was  18  per  cent.,  and  that  they  claimed,  before  the  Interstate 
Commerce  Commission,  a  loss  of  18  per  cent. 

Mr.  ATKINSON,  of  Missouri.  I  think  it  might  be  said,  in  con- 
nection with  that  matter,  that  a  number  of  the  States  did  not 
adopt  the  interstate  scale  until  late  in  the  year.  The  State  of 
Missouri  only  adopted  the  interstate  scale  in  July  or  August  of 
this  year,  I  think.  The  express  companies  of  that  State  claimed 
that  the  reduction  would  be  20  or  21  per  cent.,  but  the  actual 
figures  show  that  it  was  only  about  10  or  11  per  cent.,  according 
to  the  last  figures  which  we  were  able  to  obtain. 

Mr.  DECKER,  of  New  York.  It  is  fair  to  state,  too,  that  the 
adoption  of  the  interstate  plan,  in  many  of  the  States,  operates 
to  increase  the  great  bulk  of  the  rates,  except  as  to  the  minimum 
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short  distance  rate,  and,  even  there,  as  to  many  States,  it  does 
increase  it. 

Mr.  ATKINSON,  of  Missouri.  In  my  State  the  express  companies 
exaggerated  the  reduction  very  much.  I  think,  when  the  test  is 
finally  made,  the  express  companies  will  lose  about  10  per  cent, 
from  the  old  rates,  on  an  average. 

Mr.  DECKER,  of  New  York.  What  complicates  the  whole  subject 
is  the  introduction  of  the  parcel  post.  I  believe  the  express  com- 
panies are  carrying  more  packages  to-day  than  they  did  before, 
even  with  the  parcel  post  in  operation.  That  is  one  of  the 
anomalies  of  the  situation.  And,  yet,  they  show  a  reduction  of 
$10,000,000  in  one  year  in  gross  revenue,  and  have  an  absurdly 
low  balance,  after  paying  operating  expenses  and  taxes,  to  rep- 
resent operating  income.  'So,  I  think,  it  must  be  clear  to  every 
one  that  the  Committee  for  the  next  year  will  have  a  very  serious 
problem  before  it.  We  are  not  so  much  concerned  with  the  ques- 
tion of  rates  as  with  the  question  of  what  constitutes  fair  com- 
pensation for  the  express  companies,  in  order  to  enable  them  to 
keep  in  business,  if  these  figures  indicate  anything  at  all. 

Mr.  RICHARDS,  of  South  Carolina.  Can  you  suggest  why  it  is 
that  they  adopt  the  Interstate  Commerce  scale? 

Mr.  DECKER,  of  New  York.  I  think  it  is  obvious  that  it  is  be- 
cause it  is  going  to  help  their  revenue. 

Mr.  WILLIAMS,  of  Texas.  In  the  State  of  Texas  the  rates  which 
have  been  in  existence  for  a  number  of  years  were  agreed  upon 
between  the  State  Commission  and  the  express  companies.  They 
are  badly  scaled,  but  they  are  agreed  rates.  I  do  not  know  that 
there  is  anything  about  the  agreement  to  prevent  their  being 
changed,  but,  at  the  time  they  were  put  in,  there  was  an  agree- 
ment and  those  rates  now  stand,  and  to  put  into  effect  the  inter- 
state scale  in  Texas  would  change  them.  I  think  it  would  be 
extremely  desirable,  for  many  reasons,  to  put  the  interstate  scale 
into  effect  in  Texas.  To  the  express  companies  one  of  those  rea- 
sons would  be  a  very  considerable  increase  in  revenue.  That  is 
the  reason  the  State  has  not  put  them  in.  That  is  the  reason  the 
Commission  of  Texas  has  not  put  into  effect  the  interstate  scale, 
which  is  most  admirable,  but  which  increases  the  agreed  upon 
rate. 

Mr.  DECKER,  of  New  York.  These  questions  come  up  with  the 
express  companies  in  each  State. 

From  the  study  I  have  been  able  to  give  the  express  rate  situa- 
tion, I  think  that  the  payments  by  the  express  companies  to  the 
railroad  companies  are  on  an  utterly  unscientific  basis.  I  do  not 
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now  refer  to  the  amount  of  railroad  compensation.  When  one- 
half  of  the  entire  revenue  goes  to  the  railroad  for  transportation, 
and  a  large  part  of  the  entire  revenue  must  necessarily  represent 
the  service  of  collection  and  delivery,  I  am  satisfied  that,  whether 
it  is  a  good  policy  to  continue  that  sort  of  percentage  payment 
•or  not — which  is  another  thing — as  a  basis  for  arriving  at  the 
compensation  of  the  railroads,  I  declare  now  my  opinion  that  it 
Is  utterly  unscientific.  It  does  not  at  all  represent  the  service 
that  the  railroads  give,  in  its  entirety ;  it  adds  something  to  it.  I 
should  be  very  much  pleased  ?f  the  members  of  the  Committee 
would  give  that  matter  careful  thought,  or  I  should  not  be  sur- 
prised if  we  had  to  snub  right  around  that  post,  before  we  get 
through  with  this  matter. 

Mr.  ESIILEMAX,  of  California.  The  California  Commission  took 
the  view,  which  Mr.  Decker  lias  just  now  announced,  officially 
more  than  two  years  ago,  and  refused  to  fix  rates  on  the  basis 
of  the  amount  paid  by  the  express  company  to  the  carriers.  They 
have  always  assumed  that  a  percentage  basis  was  incorrect. 

I  also  think  that  this  matter  will  not  be  complicated  very  much 
longer,  in  our  section,  because  I  have  been  advised  by  the  repre- 
sentatives of  the  second  largest  transportation  company  in  the 
west  that  they  will  never  renew  their  contract  with  the  express 
company. 

Mr.  BARROW,  of  Louisiana.  The  situation  in  Louisiana  is  some- 
what similar  to  that  stated  by  Mr.  Eshleman,  of  California :  but 
what  he  has  foreseen,  or  rather  what  the  express  companies  have 
prophesied  for  his  State,  has  already  happened  in  the  State  of 
Louisiana. 

On  the  20th  of  this  month,  the  American  Express  Company 
gave  notice  of  its  withdrawal,  and  it  leaves  an  important  line  of 
railroad  without  any  express  service.  We  are  confronted  with 
that  situation  to-day.  We  have  an  injunction  proceeding  in  court, 
to  try  to  maintain  the  status,  but  I  doubt  whether  there  is  any 
legal  way  in  which  that  can  be  done.  So  it  looks  as  though  we 
wore  drifting  in  that  direction  in  Louisiana. 

Mr.  DECKER,  of  New  York.  Will  you  keep  me  advised  about 
that? 

Mr.  BARROW,  of  Louisiana.    I  shall  be  glad  to  do  that. 

Mr.  PRENTIS,  of  Virginia.  I  want  to  say  that,  in  Virginia,  we 
have  very  low  intrastate  rates,  and  we  had  a  long  struggle  with 
the  express  companies  in  the  effort  to  maintain  those  rates,  but, 
in  the  main,  we  were  successful.  We  have  adopted  the  interstate 
tariff,  and,  through  a  system  of  commodity  rates,  we  have  been 
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able  to  maintain  our  intrastate  rates,  and  yet  have  all  the  ad- 
vantage of  the  interstate  method  of  stating  the  rates.  As  I  say, 
it  was  a  long  struggle,  but  I  believe  that  in  Texas  you  can  pos- 
sibly do  the  same  thing,  and  put  your  rates  on  the  interstate 
basis. 

Mr.  HENSHAW,  of  Oklahoma,  The  question  has  often  been 
raised  as  to  the  ability  of  the  railroad  companies  to  perform  the 
same  service  which  the  express  companies  are  performing.  They 
have  the  same  set  of  employees,  and  the  same  officers,  who  operate 
the  railroads.  They  could  carry  the  express  matter  the  same  as 
they  carry  the  mail,  and  do  it  more  cheaply  than  the  express  com- 
panies do.  I  have  almost  committed  myself  to  the  belief  that  the 
express  company  is  to  transportation  something  very  similar  to- 
what  the  mistletoe  is  to  the  tree.  (Applause.) 

The  PRESIDENT.  A  parasite. 

Mr.  DECKER,  of  New  York.  I  do  not  think  that  is  so. 

Mr.  J.  L.  PAYNE,  of  Canada.  Mr.  President,  I  rise  for  a  single 
purpose  only.  It  is  to  suggest  that  although  this  is  probably 
somewhat  of  a  domestic  matter,  yet  it  would  be  well  to  have  a 
representative  of  the  Canadian  Railway  Commission  on  this  Com- 
mittee. We  have  not  yet  reached  the  state  which  you  have 
reached  in  the  matter  of  dealing  with  express  companies,  but 
the  international  character  of  express  and  railway  operations 
is  so  important  that  I  think  this  suggestion  is  worthy  of  your 
consideration. 

Mr.  DECKER,  of  New  York.  I  move  that  the  Chairman  of  the 
Committee  be  authorized  to  appoint  a  representative  from  the 
Canadian  Commission  on  the  Express  Committee.  I  think  there 
should  be  at  least  one  representative  from  Canada  on  that  Com- 
mittee. 

The  motion  was  seconded  and  agreed  to. 

REPORTING  AND   PUBLISHING  THE   PROCEEDINGS. 

Mr.  PRENTIS,  of  Virginia.  If  there  is  nothing  further  to  be  said 
about  express  rates  I  desire  to  present  a  short  report  from  the 
Executive  Committee. 

Those  of  you  who  are  familiar  with  the  history  of  this  Asso- 
ciation know  that  for  many  years  the  Interstate  Commerce 
Commission,  out  of  its  general  appropriation,  provided  for 
the  expense  of  reporting  and  printing  the  proceedings  of  this 
Association.  About  two  years  ago,  they  notified  us  that  they 
would  be  unable  to  do  so  any  longer  because  of  the  failure  of 
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Congress  to^make  an  appropriation  for  that  purpose  and,  in  1912, 
we  made  what  we  considered  a  very  desirable  arrangement  with 
the  Law  Keporting  Company  to  give  us  substantially  the  same 
service,  without  cost  to  this  Association  as  an  organization.  It 
worked  well  in  1913.  The  Law  Keporting  Company  are  now  per- 
fectly willing  to  continue  that  arrangement,  but  desire  a  slight 
modification  of  it  which  will  be  apparent  when  I  read  this  report : 

"Washington,  D.  C,  November  17,  1914. 

"To  The   National   Association  of  Railway   Commissioners : 

"The  Law  Reporting  Company  of  New  York,  which  by  virtue  of  its  contract 
with  the  Association,  the  substance  of  which  is  recited  in  the  report  of  the  Execu- 
tive Committee  adopted  at  the  1912  session  (page  358  of  the  printed  proceedings) 
has  asked  that  the  contract  be  modified  so  as  to  increase  the  selling  price  of  the 
volumes  containing  the  proceedings  of  the  Association,  from  $1.00  to  $2.50  per 
volume. 

"The  reason  for  the  request  is  that  so  far  this  contract  has  proved  to  be 
unprofitable  to  that  company.  Indeed,  its  loss  is  so  substantial  that  any  hope  of 
profit  to  the  company  is  very  remote  indeed. 

"This  Committee,  therefore,  recommends  that  the  request  be  granted  upon  con- 
dition— which  condition  is  acceptable  to  the  company — that  at  least  400  copies  of 
the  reports  of  committees  which  are  filed  in  advance  of  the  annual  meeting,  are 
to  be  printed  and  furnished  for  the  use  of  the  Convention  in  accordance  with 
the  present  practice.  The  contract  as  modified  therefore  will  be,  that  the  report- 
ing of  the  proceedings  of  the  Convention  is  to  be  done  by  the  same  agency  that 
now  does  the  reporting  for  the  Interstate  Commerce  Commission;  the  reports 
are  to  be  printed  with  the  same  quality  of  paper  and  have  the  same  style  of  bind- 
ing as  heretofore;  copies  are  to  be  furnished  free  to  each  of  the  Commissioners 
and  to  the  Secretaries  of  each  Commission ;  at  least  400  copies  of  reports  of 
committees  which  are  submitted  in  advance  of  the  annual  meeting  are  to  be 
printed  and  furnished  for  the  use  of  the  Convention,  in  accordance  with  the 
present  practice;  and  the  copies  of  the  proceedings  are  to  be  sold  to  those  desir- 
ing to  purchase  them  at  not  exceeding  $2.50  per  copy. 

"Either  this  Association  or  the  Law  Reporting  Company  may  dissolve  the 
agreement  on  giving  notice  in  writing  of  such  intention  at  least  sixty  days  prior 
to  the  appointed  date  for  the  convening  of  the  next  annual  meeting  of  the 
Association. 

"Respectfully  submitted, 

"ROBERT  R.   PRENTIS,   Chairman, 
"O.  H.  HUGHES. 
"W.  M.  DANIELS, 
"LAURENCE  B.  FINN, 
"MARTIN  S.  DECKER." 

Mr.  PRENTIS,  of  Virginia.    I  move  the  adoption  of  that  report. 
The  motion  was  seconded  and  agreed  to. 

TIME  AND  PLACE  OF  NEXT  MEETING. 

Mr.  ESHLEMAN,  of  California,    Is  a  report  from  the  Committee 
•on  Time  and  Place  of  Next  Meeting  in  order  at  this  time? 
The  PRESIDENT.  Yes. 
Mr.  ESHLEMAN,  of  California.  It  will  only  take  a  minute. 
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The  PRESIDENT.  We  will  receive  it. 

Mr.  ESHLEMAN,  of  California.  The  Committee  met  at  two 
o'clock  and  adjourned  until  three  o'clock,  and  extended  an  in- 
vitation to  any  one  who  desired  to  come  before  the  Committee 
to  do  so  at  that  time.  No  one  appeared.  Inasmuch  as  for  the 
last  two  years  it  has  been  decided  by  this  Association  that  the 
convention  of  1915  would  meet  in  San  Francisco,  the  Committee 
has  decided  to  recommend  to  this  association  that  the  next 
annual  meeting  will  be  held  in  'San  Francisco  on  Tuesday,  Octo- 
ber 12,  1915.  I  make  that  motion. 

The  motion  was  seconded  and  agreed  to. 

GRADE  CROSSINGS  AND  TRESPASSING  ON  RAILROADS. 
•  t 

The  PRESIDENT.  The  next  thing  in  order  is  the  report  of  the 
Committee  on  Grade  Crossing  and  Trespassing  on  Kailroads. 
Is  that  committee  ready  to  make  its  report? 

Mr.  YATES,  of  Illinois.  Mr.  Chairman,  the  chairman  of  that 
committee  is  Mr.  Glasgow  of  Michigan,  and  I  have  a  letter  from 
him  saying  that  he  fears  he  cannot  be  present.  I  suggest  that 
you  call  on  the  second  in  command,  the  ranking  member  of  the 
committee. 

LEGISLATION. 

The  PRESIDENT.  The  next  committee  in  order  is  the  Committee 
on  Legislation. 

Mr.  CLARKE,  of  Nebraska.  The  Committee  asks  that  that  report 
be  made  a  special  order  for  Thursday  morning. 

The  PRESIDENT.     Do  you  make  that  motion? 

Mr.  CLARKE,  of  Nebraska.  I  make  that  motion. 

The  motion  was  seconded  and  agreed  to. 

POWERS,  DUTIES  AND  WORK  OF  RAILWAY  COMMISSIONS. 

The  PRESIDENT.  The  next  committee  in  order  is  on  Powers, 
Duties  and  Work  of  Kailway  Commissions.  Is  that  committee 
ready  to  report?  Mr.  Duncan  of  Indiana  is  chairman.  (After  a 
pause.)  Evidently,  there  is  no  report. 

RATES  AND  RATE  MAKING. 

The  PRESIDENT.  Next  in  order  is  the  report  of  the  Committee 
on  Kates  and  Rate  Making. 
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The  SECRETARY.  The  Chairman  of  that  Committee  has  asked 
me  to  make  an  arrangement  whereby  he  may  present  that  report 
at  some  time  on  Thursday,  if  possible.  He  is  unavoidably  absent 
at -this  time. 

RAILWAY   CAPITALIZATION. 

The  PRESIDENT.  Next  in  order  is  the  Committee  on  Railway 
Capitalization.  Is  that  Committee  ready  to  report? 

Mr.  GETTLE,  of  Wisconsin.  Mr.  President,  the  Committee  has 
not  its  report  ready,  but  desires  to  present  it  on  Thursday. 

The  PRESIDENT.  If  there  is  no  objection,  that  Committee  will 
report  on  Thursday. 

RAILWAY  SERVICE  AND  RAILWAY  ACCOMMODATIONS. 

The  PRESIDENT.  Next  in  order  is  the  Committee  on  Kailway 
Service  and  Kailway  Accommodations.  Is  that  Committee  ready 
to  report? 

Mr.  HUGHES,  of  Ohio.  The  Committee  is  ready  to  report.  1 
will  say,  as  Chairman  of  the  committee,  that  I  have  not  met 
either  of  the  other  members  of  the  committee,  but  I  have  the  re- 
port, which  I  present  with  the  approval  of  three  of  the  members. 

Carrying  freight  and  not  passenger  traffic  was  the  primary 
theory  incentive  to  steam  railway  construction  originally,  while 
passenger  traffic  was  the  primary  object  in  electric  railway  con- 
struction. Time  has  proven  the  error  of  both  theories  and  has 
shown  the  necessity  of  service  in  both  respects  by  such  carriers. 
Negligence  by  steam  railroads  of  their  duties  to  passenger  traffic, 
through  infrequency  and  irregularity  of  train  service,  gave  birth 
to  electric  interurban  passenger  service.  The  incidental  handling 
of  package  freight  with  dispatch  by  electric  railways  and  delays 
in  handling  l.c.l.  freight  by  steam  lines  opened  the  eyes  of  the 
public  and  electric  line  promoters  to  the  wider  field  of  general 
freight  service,  and  such  carriers  have,  as  a  rule,  entered  this 
field. 

VieAving  the  subject  of  our  report  with  some  detail,  but  with  a 
desire  not  to  be  prolix,  we  will  give  passing  notice  to  some  forms 
of  service  and  accommodations  furnished,  especially  by  steam 
railways. 
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STATION  BUILDING. 

Very  little  may  be  said  as  to  details  in  the  construction  of 
station  buildings  for  station  purposes,  but  the  whole  question  is 
one  which  commissions  should  be  prepared  to  meet  with  a  pur- 
pose single  to  the  commodious  accommodation  of  both  the  railroad 
and  the  public,  not  permitting  false  notions  of  economy  to  abridge 
adequate  construction.  The  waiting  rooms  of  railroads  are  places, 
of  at  least  quasi-public  assemblage  and  should  be  maintained 
with  due  regard  to  the  needs  and  requirements  of  transients.  It 
should  be  unnecessary  to  recommend  that  the  waiting  rooms, 
entrances  and  exits,  rest  rooms  and  surrounding  grounds  at  sta- 
tions be  as  well  lighted,  heated  and  cared  for  as  the  ordinary 
home,  but  we  believe  that  the  matter  of  lighting,  heating,  ventila- 
tion and  sanitary  regulation  of  railway  coaches  and  station  build- 
ings is  greatly  neglected  by  railroads  as  a  rule,  and  that  com- 
missions have  not  given  the  subject  the  attention  it  demands. 

The  amount  of  sickness  and  number  of  deaths  due  to  improperly 
ventilated  coaches  is  not  suspected,  and  it  is  wholly  disregarded 
by  the  general  public.  It  is  in  reason  to  say  more  deaths  are 
occasioned  by  improper  ventilation  of  train  coaches  and  waiting 
rooms  than  by  train  accidents.  The  noxious  gases  that  fill 
coaches,  especially  sleeping  cars,  in  connection  with  the  peculiar 
character  of  dust  therein  is  most  conducive  to  germ  breeding 
whore  proper  ventilation  is  lacking.  The  same  may  be  said,  only 
in  i\  lesser  degree,  as  to  station  rooms,  many  of  which  still  have 
the  old  cannon  stove  or  some  other  provision  for  heating  Avith- 
out  means  of  ventilation.  To  have  proper  ventilation  means 
careful  training  of  attendants,  as  well  as  supplying  devices  for 
that  purpose,  and  we  find  both  such  factors  far  short  of  require- 
ments. 

Lighting  of  railway  coaches  on  trunk  lines  has  been  fairly 
satisfactorily  mastered ;  but  on  many  branch  lines,  the  dingy, 
dirty  oil  lamp  is  still  in  evidence,  even  where  pintch  gas  is 
available.  The  same  means  of  lighting  station  buildings  in  rural 
districts  is  likewise  adhered  to  and  is  found  in  many  stations 
where  even  the  village  is  lighted  by  electricity.  While  we  note 
and  give  credit  for  the  progress  made  in  lighting  railway  coaches, 
the  heating,  lighting  and  ventilation  of  waiting  rooms  and  toilet 
rooms  at  many  stations  throughout  the  country  is  deplorable,  and 
in  many  cases  where  the  station  bnil dinars  are  fairly  well  lighted, 
the  station  grounds  are  in  almost  Egyptian  darkness,  to  the  dan- 
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ger  and  discomfort  of  patrons  of  the  road.  We  recommend  a 
vigorous  campaign  against  this  condition  of  affairs  and  believe 
the  railroad  companies  should  be  required  to  make  periodical 
inspections,  by  a  responsible  official,  of  station  buildings  and 
grounds,  and  that  some  record  of  such  inspection  be  made  for 
the  benefit  of  the  state  commission  when  called  for.  And  we 
believe  that  the  respective  state  commission  should  make  period- 
,ical  inspection  also.  Commissions  generally  are  clothed  with 
power  ample  to  correct  these  evils,  and  need  only  to  exercise  such 
power  to  get  proper  results. 

COMFORTS. 

The  common  form  of  toilet  facilities  on  trains  is  not  only 
uncleanly  and  an  eye-sore  but  a  menace  to  the  health  of  the 
traveling  public  and  a  greater  menace  to  the  health  of  the  public 
located  along  the  line  of  road.  Toilet  rooms  in  railroad  stations 
at  many  points  fall  far  short  of  common  decency  and  forbid  their 
use  by  any  respectable  being.  When  water  for  flushing  and  sewer 
facilities  is  not  at  hand,  catch  boxes  should  be  provided  for  toilet 
building,  and  dry  earth,  ashes  or  lime  always  kept  on  hand.  The 
boxes  should  be  cleaned  and  disinfected  at  frequent  and  regular 
intervals.  The  outside  toilet  facilities  furnished  by  railroads  at 
their  stations  would  not  be  tolerated  for  a  day  in  any  military 
camp  where  the  health  of  the  inhabitants  is  considered.  We 
recommend  the  closest  scrutiny  and  regulation  of  these  matters 
that  the  evils  mentioned  may  be  speedily  remedied.  True,  at 
small  stations,  efforts  to  provide  ordinary  comforts  will  continue 
to  be  a  difficult  problem.  But  for  the  acts  of  vandalism  of  the 
passerby,  of  the  irresponsible  and  of  the  derelict,  accommodations 
could  be  provided  and  maintained  at  small  stations  at  a  nominal 
cost.  Extreme  penalties  for  defacing,  misusing  and  otherwise 
trespassing  upon  comfort  stations  should  be  provided. 

WATER  SUPPLY  ON  TRAINS  AND  IN  STATION  BUILDINGS. 

Drinking  water  at  stations  and  on  trains  is  a  necessity  too 
often  wholly  neglected.  When  we  consider  the  precautions  that; 
are  taken  to  purify  and  keep  free  from  pollution  the  water  systems 
of  the  country,  we  wonder  why  we  are  so  lax  in  our  methods  of 
supervising  the  water  and  ice  supplies  furnished  the  public  in 
railroad  stations  and  cars.  While  it  is  true  that  the  boards  of 
health  are  the  supervising  authorities  closest  to  this  phase  of 
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the  question,  yet  adequacy  of  railroad  service  cannot  be  meas- 
ured without  taking  the  water  supply  into  account.  To  treat 
the  subject  as  it  deserves  would  in  itself  be  an  annual  report, 
and  it  may  suffice  for  the  ensuing  year  for  commissions  to  abolish 
the  stationary  water  cooler;  prescribe  a  cooler  with  a  portable 
container;  prescribe  uniform  methods  of  cleansing  containers; 
prescribe  methods  of  handling  ice;  order  that  at  least  one  car 'of 
every  train  be  supplied  with  drinking  water,  the  supply  to  be 
renewed  daily;  that  ice  be  supplied  when  the  temperature  of  the 
water  intended  for  drinking  purposes  rises  above  sixty  degrees 
Fahrenheit ;  that  sanitary  drinking  cups  be  provided  free  for  the 
use  of  the  public,  and  forbid  ice  being  placed  in  the  water 
receptacle. 

POSTING  NOTICES. 

Posting  notices  in  railroad  stations  and  upon  railroad  grounds 
is  woefully  neglected  and  the  fault  should  be  corrected.  It  is 
impossible  for  an  appreciable  percentage  of  travelers  to  know  all 
the  rules  and  regulations  of  the  various  railroads,  and  it  is  but 
a  plain  duty  for  the  railroad  agents  to  post  such  signs  and 
notices  as  may  be  necessary  to  acquaint  the  traveling  public  with 
yard  limits,  track  limits,  platform  limits,  entrances,  exits,  changes 
of  the  time  of  trains,  recent  or  proposed  discontinuance  of  trains 
and  such  other  information  as  may  be  of  ordinary  interest.  Space 
on  depot  buildings  and  depot  grounds  should  not  be  sold  or  used 
for  general  advertising  purposes. 

TRAIN  BULLETINS. 

It  would  seem  that  the  true  relations  of  the  railroads  and  the 
public  ought  by  this  time  to  be  well  enough  established  to  war- 
rant a  more  confidential  relation  between  them  in  the  matter  of 
reporting  trains  that  are  behind  time.  Since  the  operating 
officials  of  any  given  division  of  a  railroad,  under  anything  like 
normal  conditions,  know  every  minute  whether  their  trains  are 
running  or  standing,  it  is  a  distinct  right  of  every  prospective 
passenger  for  any  given  train  or  connection  to  be  accurately  in- 
formed of  what  is  happening  and,  so  far  as  it  is  possible  for  the 
railroad  official  to  predict,  what  he  may  expect  to  happen  to  his- 
plans  as  a  result  of  the  railroad's  delay.  Waiting  room  clocks 
(usually  silent  or  out  of  time)  should  be  provided,  kept  running, 
and  regulated. 
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BAGGAGE. 

The  personal  character  of  a  man's  trunk  or  baggage,  particularly 
when  it  contains  his  wearing  apparel,  adds  to  the  importance  and 
to  the  general  need  of  care  in  handling  it.  It  cannot  reasonably 
be  charged  that  an  employe  of  a  railroad  company  wilfully  mis- 
marks,  misbills  or  misroutes  a  piece  of  baggage,  but  the  indif- 
ferent and  machine-like  manner  of  handling  baggage  amounts 
almost  to  the  same  thing.  Means  should  be  provided  for  checking 
baggage  or  parcels  at  stations,  and  the  initial  charges  as  well  as 
•overtime  charges  should  be  reasonable.  We  find  both  such  charges 
in  many  instances  and  at  many  stations  too  high. 

ESTABLISHING,    MAINTAINING    AND    DISCONTINUING    TRAIN    SERVICE. 

The  business  of  establishing,  maintaining  and  discontinuing 
train  service  is  one  which  will  engage  the  attention  of  commis- 
sions more  and  more  as  scientific  methods  of  appraisal  suggest 
readjustments  of  train  schedules. 

WThile  the  process  of  readjustment  is  going  on,  it  is  proper  to 
:bear  in  mind  that  primarily  the  establishing  of  a  train  is  largely 
a  matter  of  election  on  the  part  of  the  railroad  and  that  having 
•once  elected  to  assume  the  responsibility  of  serving  the  public 
with  certain  train  service,  permission  should  be  granted  to  with- 
draw from  the  field  only  after  it  has  been  shown  beyond  per- 
adventure  that  a  minimum  of  harm  would  result.     In  order  to 
exercise  the  proper  surveillance  of  the  discontinuance  of  train 
service,  railroads  should  be  required  to  obtain  the  consent  of  the 
commissions  having  jurisdiction  before  discontinuing  a  train  that 
has  been  giving  the  same  service  for  a  period  of  one  year  or  more. 
It  would  seem  that  the  number  of  trains  and  their  schedule 
should  be  determined  by  the  traffic  managers  rather  than  by  the 
superintendents.     Traffic  managers  are  conversant  with  the  de- 
mands and  requirements  of  the  public,  while  the  superintendent 
may  not  be.    Superintendents,  as  a  rule,  are  not  only  not  informed 
of  the  necessity  for  the  service,  but  are  prone  to  consider  every- 
thing from  the  standpoint  of  cost,  while  public  necessities  are 
made  secondary.     It  is  noticeable  that  a  superintendent,  new  to 
the  division,  as  a  rule,  introduces  himself  to  the  traveling  public 
by  immediate  changes  of  train  schedules,  and  when  the  public 
has  protested  long  and  loud  and  its  ill  will  is  assured,  the  schedule 
is  changed  back  to  the  old  one.    Passenger  service  should  be  sub- 
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jected  to  as  few  changes  as  possible,  and  the  time  of  arrival  and 
departure  of  trains  should  be  changed  only  for  the  soundest  of 
reasons,  and  then  only  after  adequate  notice  to  the  public.  True,, 
schedules  may  be  changed  as  of  right,  but  it  is  the  unwise  en- 
forcement of  right  which  gives  rise  to  much  trouble.  Eates  may 
be  controlling  in  freight  service,  but  good  service  and  accommo- 
dations are  the  controlling  factors  in  passenger  service.  For  tha 
same  reason  that  we  say,  "The  way  to  a  man's  heart  is  through 
his  stomach,"  do  we  say  that  proper  accommodations  and  service 
makes  the  passenger  forget  the  rate  of  fare. 

Irregularity  and  failure  of  suburban  trains  to  arrive  and  de- 
part on  time  is  the  source  of  wide  complaint.  We  believe  there 
is  no  excuse  for  such  trains  being  habitually  late  if  properly 
supervised,  and  commissions  should  make  diligent  effort  to 
remedy  this  evil. 

Another  source  of  many  complaints  is  the  lack  of  adequate 
Sunday  service.  Trains  operated  on  week  days  are  in  many 
instances  not  run  on  Sunday,  which  in  fact,  in  many  cases,  re- 
sults in  no  Sunday  service  at  all.  We  believe  at  least  one  train 
should  operate  in  each  direction  on  Sunday  as  a  minimum  of 
service,  wrhere  there  is  the  equal  of  such  service  on  week  days. 

Another  cause  of  much  complaint  is  the  failure  and  neglect 
of  railroad  companies  to  so  schedule  their  trains  as  to  make  con- 
nection at  junction  points.  Investigation  of  many  such  com- 
plaints has  shown  that  not  only  has  proper  effort  not  been  made 
in  this  respect,  but  a  studied  effort  has  been  made  to  arrange  a 
spite  schedule.  This  is  a  subject  meriting  the  attention  of  Com- 
missions. 

PASSENGERS  ON   FREIGHT  TRAINS. 

For  one  to  advocate  carrying  passengers  on  freight  trains 
generally  would  be  to  propose  the  disruption  of  the  entire  system 
of  freight  train  operation,  but  there  are  well  defined  examples 
which  seem  to  be  entitled  to  consideration.  A  careful  analysis 
of  the  train  schedules  of  the  United  States  wrould  reveal  hundreds 
of  examples  wherein  the  aggregate  thousands  of  passengers  could 
be  served  annually  at  a  great  money  saving  if  the  railroads  would 
carry  passengers  between  those  stations  which  the  peculiar  and 
unavoidable  arrangement  of  passenger  schedules  leave  without 
passenger  train  service  during  wide  intervals. 
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PAYMENT  OF   MANIFEST  OVERCHARGES. 

.The  payment  of  freight  bills  carrying  manifest  overcharges 
has  no  warrant  in  economics  and  should  be  eliminated.  The 
practice  of  making  a  mistake  perpetual,  and  continuing  it 
throughout  all  the  ramifications  of  accounting,  simply  because 
someone  early  in  the  transaction  transposed  his  figures,  or  added 
when  he  should  have  subtracted,  is  not  entitled  to  a  place  in  the 
business  affairs  of  men.  The  practice  of  refusing  to  pay  over- 
charges would  soon  educate  everyone  in  interest  to  exercise 
greater  care  in  making  figures  that  involve  money  transactions. 

DELAYED  CLAIMS. 

The  expedition  with  which  claims  are  handled  and  settled  when 
they  are  vigorously  traced  affords  evidence  of  the  unreasonable- 
ness of  the  delay  which  ordinarily  attends  the  final  disposition 
of  the  average  claim.  Apparently,  the  only  available  means  for 
counter-balancing  the  evil  of  delay  is  to  require  the  railroads  to 
pay  interest  on  the  true  claim  amount  from  the  date  the  amount 
claimed  went  into  their  hands. 

TARIFFS. 

Unquestionably,  great  strides  have  been  taken  in  the  nation- 
wide movement  to  simplify  freight  tariffs  and  to  acquaint  the 
public  with  the  mysteries  of  tariff  reading,  yet  more  remains  to 
be  done.  Many  of  the  railroads  are  publishing  and  filing  tariffs 
through  agents,  and  the  methods  in  such  cases  "are  reasonably 
uniform;  but  some  of  the  roads  seem  to  prefer  to  work  independ- 
ently in  that  regard  and  thereby  add  confusion  to  the  general 
tariff  publishing  and  filing  situation.  Further  efforts  at  simpli- 
fication should  be  made  by  eliminating,  as  far  as  may  be,  technical 
terminology,  abridged  language,  and  such  phraseology  in  general 
as  tends  to  rob  existing  tariffs  of  simplicity.  The  responsibility 
for  loss  resulting  from  the  erroneous  quotation  of  rates  is  still 
on  the  shoulders  of  the  public,  and  we  are  awaiting  the  coming 
of  the  seer  who  will  shift  the  burden  to  the  place  where  it  be- 
longs, without  opening  the  doors  to  wilful  rebates. 

RATE  ADJUSTMENTS. 

It  is  regretable  that  in  many  cases  of  rate  adjustment,  the 
traffic  managers  of  railroads  are  slow  to  correct  illogical  rate 
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situations  on  their  own  initiative.  How  much  better  it  would  be 
for  all  concerned  if,  when  a  rate  or  rate  adjustment  were  found 
to  be  out  of  line  or  apparently  unreasonable,  steps  would  be 
taken  by  the  traffic  managers  in  charge  to  correct  the  trouble 
without  permitting  it  to  develop  into  the  proportions  of  a  formal 
complaint  to  be  filed  with  some  commission. 

INTERCHANGE   AND   DELAYS. 

It  is  a  generic  duty  of  a  public  service  corporation  to  serve  the 
public  and  not  to  hamper  it.  Nothing  leads  more  directly  to 
congestion  and  to  an  impediment  of  a  free  flow  of  business  than 
the  failure  of  one  or  more  railroads  to  provide  and  maintain 
adequate  interchange  facilities,  rates,  rules  and  regulations.  Un- 
der reasonable  restrictions,  interchange  facilities  and  reasonable 
rates  on  interchange  business  should  be  established  at  every  point 
where  it  is  at  all  practicable  from  the  standpoint  of  the  public 
welfare. 

It  seems  that  in  times  of  car  shortage  the  greater  the  stringency 
the  less  miles  per  day  do  cars  travel,  and  as  the  number  of  cars 
in  use  increases  the  labor  performed  by  each  individual  car  de- 
creases. Many  causes,  such  as  inadequate  terminals,  passing  sid- 
ings and  lack  of  motive  power  have  been  assigned  as  contributing 
factors  to  this  unfortunate  condition.  No  one  disputes  that  the 
causes  mentioned  do  contribute  to  the  evil,  yet  one  cause,  not 
generally  admitted,  is  the  constant  effort  to  make  tonnage  rec- 
ords at  the  expense  of  speed.  The  heaviest  possible  loading  of 
trains  is  the  slogan,  and  the  acceleration  of  deliveries  is  wholly 
overlooked.  Speed  should  not  be  made  entirely  secondary  to 
tonnage.  It  is  a  grave  question  whether  tonnage  should  not  be 
limited  by  legislation.  Loading  engines  to  their  reasonable 
capacity  may  be  proper,  but  overloading  is  another  question.  It 
is  worthy  of  mention  that  the  railroads  which  have  adhered  to 
and  insisted  upon  speedy  movement  of  cars  have  felt  the  effect  of 
car  shortage  the  least.  Nominally  keeping  down  operating  ex- 
penses for  the  time  being  and  storing  disabled  cars  and  locomo- 
tives in  times  of  slack  business  instead  of  at  once  shopping  them 
and  having  them  ready  to  meet  increased  demands  is  a  grievous 
error  which  in  the  end  contributes  to  car  shortage,  and  besides 
is  not  true  economy,  but  only  amounts  to  the  suspension  of  neces- 
sary maintenance  at  the  inconvenience  and  expense  of  the  people. 
This  lack  of  readiness  to  serve  is  chargeable  to  the  financial  in- 
stead of  the  operating  department. 
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Pooling  of  equipment  has  been  agitated  for  some  years  as  a 
means  to  better  service,  and  while  the  present  methJd  of  oper- 
ation amounts  in  a  great  degree  to  pooling,  we  are  still  impressed 
that  too  much  time  is  lost  in  handling  foreign  equipment,  by 
empty  movements  or  holding  cars  in  order  to  load  in  the  direction 
of  home.  The  lack  of  uniformity  in  demurrage  rules,  it  has  been 
charged,  has  contributed  largely  to  these  delays.  We  now  have 
many  states  observing  uniform  rules,  and  still  there  is  the  same 
undue  delay  in  handling  cars.  We  believe  we  should  try  to 
hasten  the  day  of  uniform  equipment  so  that  it  may  be  used 
interchangeably  to  the  fullest  extent,  whether  by  pooling  or  some 
other  equitable  plan. 

HANDLING  L.C.L.  SHIPMENTS  AT  TRANSFER  POINTS. 

Handling  less-than-carload  freight  without  unreasonable  delay 
seems  to  be  developing  into  a  national  evil  of  enormous  propor- 
tions. Just  why  the  tonnage  of  l.c.l.  shipments  should  increase 
without  there  being  a  relative  increase  in  the  station  facilities  for 
handling  them,  has  not  been  made  plain.  A  careful  inquiry 
would  probably  result  in  general  orders  for  adequate  facilities. 
The  railroads  ought  to  recognize  and  correct  the  evil  without 
making  it  necessary  for  the  commissions  to  act.  Whatever  the 
cause  of  delay,  it  seems  safe  to  hold  that  l.c.l.  shipments  ought 
to  be  delivered  by  local  freight,  at  least,  in  as  short  a  time&as 
would  be  required  for  a  man  to  walk  the  same  distance  such 
freight  is  hauled. 

DEMEANOR    OF    AGENTS. 

It  is  a  matter  of  common  report  that  railroad  agents,  as  a  rule, 
are  a  somewhat  unobliging  fraternity.  While  the  indictment  is 
very  unjust  in  many  cases,  yet,  as  in  the  case  of  one  drop  of 
indigo  making  a  million  gallons  of  water  blue,  so  it  is  that  the 
offensive  agent  abnormally  contributes  to  the  popular  impression 
that  all  who  are  similarly  employed  are  likewise  contaminated. 
Somehow  by  the  nature  of  their  occupation,  many  railroad  agents 
seem  to  forget  that  they  are  not  only  the  local  representative  of 
the  railroad  company  but  the  agents  of  the  public  as  well.  They 
seem  to  grow  into  the  belief  that  they  must  not  only  defend  the 
company  against  attacks  but  also  by  a  sort  of  blind  allegiance 
champion  the  cause  of  the  railroad,  right  or  wrong.  This  ailment 
often  becomes  so  acute  that  the  officials  "higher  up"  are  not  so 
much  as  given  a  chance  to  pass  upon  many  of  the  important  com- 
plaints which  are  lodged  primarily  with  the  local  agent.  Some 
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agents  forget  that  their  true  function  is  to  impartially  administer 
their  offices  without  forgetting  that  they  represent  the  company 
and  that  the  whole  of  the  amicable  relations  between  the  public 
and  the  railroad  is  in  their  hands.  Commissions  can  contribute 
to  the  improvement  of  conditions  among  railroad  agents  by  let- 
ting it  be  known  that  adequate  service  may  reasonably  contem- 
plate courteous  demeanor. 

AMICABLE  RELATIONS. 

As  a  general  proposition,  length  of  service  should  be  a  mark 
of  merit  worth  trying  for,  but,  unfortunately,  once  attained,  it 
often  unfits  men  for  service.  But  for  this  condition,  the  current 
standards  of  efficiency  would  be  raised  with  very  little  effort,  and 
amicable  relations  could  be  established  between  the  public  and 
the  railroads  without  anyone  having  to  concern  himself  about 
how  the  details  would  be  worked  out.  The  president,  the  gen- 
eral manager,  the  general  freight  agent,  general  passenger  agent, 
the  superintendents,  car  service  managers,  and  others  in  authority 
have  it  in  their  power  to  promote  a  better  feeling  among  the  rail- 
roads and  the  public,  and  commissions  ought  to  encourage  them 
to  undertake  it.  If  executive  officials  will  pass  out  the  word  that 
every  question  must  be  answered  promptly  and  correctly,  and 
that  complaints  must  be  received  and  handled  with  the  same  ex- 
pedition and  accuracy  that  would  be  given  them  if  they  were 
matters  of  personal  and  vital  concern  to  the  officials  themselves, 
great  good  would  be  accomplished.  From  the  other  angle,  com- 
missions can  contribute  immeasurably  to  a  proper  balance  in  such 
matters  by  bearing  in  upon  the  public  mind  a  keener  appreciation 
of  the  cooperative  character  of  the  relations  of  the  railroad  to 
the  public.  "Service  First"  should  be  the  shibboleth  of  every 
railroad,  and  the  public  should  send  back  the  echo,  "Service 
First," 

Inquiry  of  commissions  for  suggestions  as  to  matters  to  be 
included  in  our  report  has  brought  the  request  from  a  number 
that  we  give  some  expression  as  to  the  substitution  of  steel  coaches 
for  the  wooden  coaches  now  in  use  and  that  some  recommenda- 
tion be  made  against  hauling  wooden  coaches  between  steel 
coaches.  While  this  question  more  properly  comes  under  the 
subject  of  safety,  we  nevertheless  recommend  that  The  Interstate 
Commerce  Commission  be  given  full  power  and  authority  to  pre- 
scribe the'  character  of  equipment  to  be  used  in  interstate  com- 
merce, also  authority  to  prescribe  the  manner  of  using  or  haul- 
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ing  same.     This,  in  our  opinion,  will  more  speedily  and  satis- 
factorily solve  the  question  than  individual  action  by  the  States. 

O.  H.  HUGHES,  Chairman, 
JOHN  T.  MICHEL, 
LEE  OTT. 


Mr.  HUGHES,  of  Ohio.  I  move  the  approval  of  this  report. 

The  motion  was  seconded. 

The  PRESIDENT.  Gentlemen,  you  have  heard  the  reading  of  this 
report.  The  motion  is  that  it  be  approved.  Is  there  any  dis- 
cussion? 

Mr.  HALL,  of  Nebraska.  Mr.  President,  I  rise  for  a  question 
of  information.  Last  year  was  my  first  attendance  at  the  meet- 
ing of  this  Association.  I  noticed  at  that  time  that  a  part  of  the 
reports  were  accepted  and  printed  and  a  part  of  them  were 
adopted,  or  approved,  some  of  them  after  a  heated  discussion. 
At  this  session  some  motions  have  been  made  to  print  certain 
reports.  Here  a  motion  is  made  to  approve  a  report.  As  I  under- 
stand it,  when  a  report  is  approved,  it  becomes  the  official  recom- 
mendation of  this  body  as  such.  That  being  true,  it  seems  to 
me  that  very  careful  consideration  should  be  given  to  every 
report  that  is  made,  first  by  the  entire  committee  and  then  by 
the  members  of  the  association  on  the  floor. 

This  subject  is  now  open  for  discussion,  and  I  Avish  to  say 
that  as  a  member  of  this  Association  I  would  not  want  to  lend 
my  sanction  to  the  approval  of  certain  parts  of  this  report.  For 
instance,  on  the  question  of  drinking  cups  I  would  take  radical 
exception  to  the  report  of  the  committee,  because  I  am  profoundly 
of  the  opinion  that  it  is  not  proper  for  carriers  to  be  required  to 
furnish  sanitary  drinking  cups  free  to  the  traveling  public.  I 
say  this  because  of  my  ideas  of  sanitary  conditions,  and  not  with 
a  desire  to  bring  about  a  saving  to  the  railroad  companies.  In  the 
first  place  I  do  not  know  what  is  meant  by  a  sanitary  drinking 
cup  on  a  train.  Does  it  mean  a  silver  cup,  a  solid  cup  or  a  folding 
cup  that  can  be  carried  in  a  little  case,  or  does  it  mean  a  paper 
cup?  If  paper  cups  are  meant,  I  am  sure  it  is  not  a  burden  upon 
the  public  to  carry  little  envelopes  containing  the  ordinary  col- 
lapsible folding  paper  cups. 

In  traveling  over  the  railroads  in  Nebraska,  it  is  my  habit 
to  go  through  the  train  from  end  to  end,  whether  it  is  a  branch 
line  train  or  a  through  interstate  train,  and  I  have  been  doing 
this  for  the  last  two  years  just  for  the  purpose  of  acquainting 
myself  as  a  commissioner  with  conditions  on  trains.  From  what 
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I  have  observed  of  conditions  that  are  common  to  travel  generally 
in  the  United  States,  I  am  sure  that  it  would  not  be  practicable 
for  sanitary  drinking  cups  -to  be  given  out  free  to  families  that 
arc  traveling  with  many  little  children.  I  have  found  drinking 
cups  scattered  through  the  train  almost  from  end  to  end.  There 
is  no  limit  to  it.  I  mention  that  because  that  is  one  phase  of 
this  report  that  I  do  not  believe  it  would  be  proper  to  approve. 

There  are  Other  things  mentioned  in  the  report  that  I  would 
not  want  to  approve  unless  I  gave  them  more  thought  and  con- 
sideration, and  I  move,  as  a  substitute,  that  the  report  be 
accepted  and  printed  along  with  the  other  reports. 

Mr.  REYNOLDS,,  of  Washington.  Mr.  President,  the  report  of 
this  committee  meets  with  my  approval  so  generally  that  I  am 
opposed  to  the  substitute.  The  furnishing  of  sanitary  drinking 
cups  is  really  in  practical  operation  at  the  present  time  on  many 
railroads.  You  will  see  the  sign,  "Ask  the  porter  for  drinking 
cups,"  and  if  you  ask  him  they  are  furnished. 

But,  even  if  that  were  not  so,  there  are  so  many  other  matters 
in  this  report  that  we  all  know  are  for  the  benefit  of  the  service, 
for  the  benefit  of  the  railroad  companies  themselves,  that  I  think 
we  ought  to  approve  of  the  report  rather  than  merely  to  accept  it 
and  order  that  it  be  printed.  So,  I  am  opposed  to  the  substitute, 
and  I  believe  we  ought  to  go  on  record  on  some  of  these  matters. 
One  of  the  things  I  have  noticed  in  the  short  time  I  have  been  a 
Public  Service  Commissioner  is  the  fact  that  I  find  most  com- 
missions would  rather  dodge  the  issue  than  go  on  record. 
(Applause.) 

Mr.  BURR,  of  Florida.  Mr.  President,  I  agree  with  the  gentle- 
man who  has  just  spoken,  and  with  reference  to  the  remarks  of 
the  gentleman  from  Nebraska  (Mr.  Hall)  I  want  to  say  that  therk 
is  nothing  unusual  in  departing  from  the  plan  started  here  this 
morning,  of  receiving  these  reports  and  printing  them.  I  have 
been  attending  these  conventions  for  some  years,  and  I  do  not 
think  I  have  ever  attended  one  where  we  did  not  receive  some 
reports  and  print  them,  and  adopt  or  reject  others.  Like  the 
gentleman  who  has  just  spoken  (Mr.  Reynolds)  I  think  this  re- 
port contains  so  much  of  good  that  I  would  like  to  have  the  oppor- 
tunity to  vote  for  its  adoption.  As  to  the  drinking  cup  situation 
mentioned  by  Mr.  Hall,  with  reference  to  the  distribution  of  cups' 
to  families  with  children  on  trains,  I  want  to  say  that  is  a  matter 
that  can  be  controlled  by  the  railroad  company  itself.  It  is  con- 
trolled in  my  State  by  at  least  two  methods.  Some  of  the  com- 
panies provide  a  slot  machine  for  which  they  have  made  dies  the 
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size  of  a  penny  that  will  enable  a  passenger  by  the  use  of  a  die 
to  obtain  a  cup.  The  conductors,  the  flagmen  and  the  brakenien 
are  supplied  with  these  dies,  and  whenever  a  passenger  wants  a 
en ]»  he  can  obtain  a  die  from  one  of  these  employees,  to  enable 
him  to  get  a  cup  from  the  machine. 

Still  another  company  provides  its  conductors,  flagmen  and 
trainmen  with  a  supply  of  the  so-called  sanitary  papers  cups, 
and  notices  are  posted  in  the  cars  that  passengers  may  obtain 
cups  by  application  to  either  of  these  train  employees,  and  in 
that  way  they  can  control  the  wasting  of  cups  and  prevent  it.  I 
think  that  is  no  excuse  at  all. 

As  to  what  is  meant  by  a  sanitary  cup,  of  course  we  all  know 
that  the  federal  government,  through  its  proper  officials,  ordered 
the  discontinuance  of  the  public  drinking  cups,  and  so  far  as  I 
know  the  federal  authority  that  issued  that  order  has  sanctioned 
the  paper  cups,  and  must  regard  them  as  sanitary  cups. 

To  my  mind  the  remedies  provided  in  that  way  must  surely 
remove  most  of  the  objections  raised  by  the  gentleman  from  Ne- 
braska (Mr.  Hall).  I  hope  that  the  original  motion  will  prevail 
in  this  instance. 

Mr.  HALL,  of  Nebraska.  Mr.  President,  I  do  not  think  the 
element  of  waste  is  an  important  one  with  regard  to  paper  cups, 
but  I  do  profoundly  believe  that  the  public  should  be  educated  to 
carry  drinking  cups  with  them,  and  to  provide  themselves  with 
them.  I  have  heard  that  question  discussed  so  much  that  prob- 
ably I  lean  a  little  too  far  in  the  other  direction,  but  that  is 
my  feeling  in  regard  to  that;  and  I  want  simply  to  say  so  far  as 
the  adoption  of  the  report  of  the  committee  is  concerned,  that  I 
wanted  to  bring  that  out  more  for  information  than  to  take  an 
antagonistic  position.  It  is  pretty  hard  for  one  to  vote  for  the 
approval  of  a  committee  report  without  a  careful  examination  of 
that  report.  The  resolution  which  was  passed  last  year,  requir- 
ing that  reports  be  submitted  to  commissioners  at  least  thirty 
days  before  the  meeting,  so  that  the  commissioners  might  examine 
those  reports  thoroughly  and  acquaint  themselves  with  their  con- 
tents, so  that  they  might  vote  intelligently  here  was,  T  think,  a 
very  meritorious  proposition. 

I  am  not  antagonistic  to  that  report.  I  do  not  want  to  be  un- 
derstood in  that  way,  but  I  do  want  to  be  understood  as  not  quite 
prepared  to  vote  one  way  or  the  other  upon  it. 

The  SECRETARY.  The  report  now  being  discussed,  as  well  as 
other  committee  reports  submitted  at  this  convention,  was  dis- 
tributed early  this  month  to  all  the  members  of  the  association. 
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Mr.  EICHARDS,  of  'South  Carolina.  Mr.  President,  I  approve 
of  the  suggestion  with  reference  to  the  adoption  of  reports,  that 
they  ought  not  to  be  adopted  until  all  the  memebrs  of  the  Asso- 
ciation have  had  an  opportunity  to  read  them  and  discuss  them, 
as  a  general  principle.  I  sat  here  an  interested  listener  to  the 
report  just  submitted,  and  it  was  a  comprehensive  report,  but  I 
must  say  that  I  do  not  now  recall  a  great  part  of  it,  and  I  sup- 
pose that  there  are  a  number  of  commissioners  on  this  floor  this 
afternoon  who  would  make  the  same  statement  if  it  was  put  to 
them  in  that  way.  We  are  voting  upon  something,  but  a  great  many 
of  us  really  do  not  know  what  we  are  voting  on.  I  think,  as  a 
general  principle,  the  gentleman  from  Nebraska,  Mr.  Hall,  is 
right.  Where  we  have  a  short  report,  every  one  can  understand 
it  from  its  reading,  and  we  may  adopt  it,  but  when  a  long  report 
is  presented,  like  the  one  we  have  just  had,  I  think  a  motion  should 
be  made  that  it  be  printed  and  placed  in  the  hands  of  the  mem- 
bers of  the  Association  before  we  are  required  to  vote  to  approve 
it. 

Mr.  BURR,  of  Florida.  On  that  point,  Mr.  President,  the  motion 
.  made  here  does  not  mean  that  this  report  will  be  printed  and 
handed  to  members  to  read  before  they  vote  on  it.    It  means  that 
it  will  be  printed  in  this  year's  proceedings. 

This  convention  will  have  adjourned  before  it  ever  goes  to 
press.  These  motions,  disposing  of  reports  as  several  reports 
have  been  disposed  of,  does  not  mean  that  they  are  going  to  be 
printed  and  handed  back  to  members  here  to  be  read  and  voted  on 
later,  before  this  convention  adjourns.  It  means  that  they  will 
be  printed  in  the  bound  report  of  this  convention.  This  report 
has  already  been  printed  in  pamphlet  form,  and  I  think  it  was 
sent  out  to  members  of  this  convention  ten  or  twelve  days  ago. 

The  SECRETARY.  It  was  sent  out  early  in  November  to  every 
member  of  the  Association. 

Mr.  BURR,  of  Florida.  I  know  I  received  my  copy. 

Mr.  PRENTLS,  of  Virginia.  Before  this  report  is  disposed  of,  I 
have  a  thought  or  two  which  I  wish  to  present.  It  is  with  refer- 
ence to  that  part  of  the  report  that,  in  despair,  calls  for  "some 
seer"  to  tell  us  how  to  correct  incorrect  freight  rates,  where  a 
man  has  been  given  an  incorrect  freight  rate,  that  is  too  low  a 
rate,  and  has  made  a  contract  because  somebody  has  quoted  to 
him  such  low  incorrect  freight  rate,  and  is  thereby  made  to 
sustain  a  great  loss  on  his  contract,  although  he  has  exercised 
reasonable  diligence  to  get  the  correct  freight  rate;  and  yet,  be- 
cause it  is  the  law,  there  is  no  relief  for  him.  I  do  not  think  it 
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calls  for  any  seer  to  tell  what  the  relief  ought  to  be  in  a  case  of 
that  sort.  I  know  when  we  talk  to  you  western  men,  or  to  mem- 
bers of  the  Interstate  Commerce  Commission  about  applying  the 
principles  of  equity  to  such  a  situation  as  that,  you  get  into  a 
tremor  and  begin  to  talk  to  us  about  rebates;  but,  to  my  mind, 
such  a  situation,  as  that  only  calls  for  the  application  of  the 
simplest  principles  of  justice.  These  laws  with  reference  to 
freight  rates  are  worse  than  the  laws  of  Draco,  which  were  writ- 
ten so  high  up  on  the  eaves  of  the  houses  that  nobody  could  read 
them  from  the  ground.  You  could,  however,  get  a  ladder  and  go 
up  and  read  those  laws,  but  I  venture. to  say  there  is  no  ladder 
long  enough  by  due  diligence,  to  reach  all  these  laws  with  refer- 
ence to  the  10,000  commodities,  and  hundreds  of  thousands  of 
rates  all  over  this  country.  I  would  say  that  if  the  Interstate 
Commerce  Commission,  with  reference  to  interstate  rates,  and  the 
State  commissions,  with  reference  to  State  rates,  were  invested 
with  the  equitable  power  to  correct  such  injustice  wherever  it  is 
shown  to  exist,  there  would  not  be  the  least  danger  of  rebates.  I 
know  the  answer  is  that  if  you  look  long  enough  and  take  time 
enough,  maybe  you  will  get  the  right  rate ;  but  men  have  taken  all 
the  care  that  they  knew  how  to  take  and  then  failed.  They  have 
written  to  the  chief  freight  rate  men  on  the  biggest  systems 
in  this  country  for  a  rate,  and  have*  made  their  contracts  upon 
the  basis  of  such  a  rate,  and  then  have  found,  sometimes  two 
years  afterwards,  that  somebody  had  made  an  investigation  and 
found  out  that  the  rate  was  wrong,  too  low,  and  that  they  had 
violated  the  law  and  were  subject  to  a  penalty,  and  must  be 
sued  for  the  balance  of  the  rate  claimed  to  be  due.  In  my  humble 
opinion  there  is  no  difficulty  whatever  in  applying  the  ordinavy 
principles  of  right  and  wrong  to  such  situations,  and  the  com- 
missions can  be  trusted  to  apply  the  remedy  when  such  cases 
arise.  (Applause.) 

Mr.  GETTLE,  of  Wisconsin.  I  want  to  say  that  this  report  has 
struck  me  as  a  very  admirable  criticism  of  the  service  of  railroad 
companies,  but  perhaps  it  ought  to  have  added  to  it  larger  sug- 
gestions with  reference  to  carrying  out  the  remedies  that  are 
suggested.  Some  parts'  of  the  report  have  apparently  denied 
powers  that  are  exercised  by  certain  of  the  commissions,  at  least 
by  the  Wisconsin  commission.  One  which  I  have  in  mind  is  the 
supplying  of  train  service.  It  seems  to  have  been  assumed  in 
this  report  that  the  initiative  as  to  instituting  train  schedules 
and  putting  on  trains  is  with  the  railroad  companies.  The  Wis- 
consin commission  in  frequent  instances  has  actually  ordered  ad- 
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ditional  train  service,  has  ordered  new  trains  put  on,  and  that 
power  lies  in  that  commission  at  least. 

On  another  thing,  as  to  claims,  perhaps  I  can  get  a  little  light 
from  the  gentleman  who  presented  the  report.  He  has  said  well 
and  truly  that  there  is  too  great  a  delay  in  the  adjustment  of 
claims.  I  do  not  know  whether  he  refers  only  to  claims  for  re- 
funds, for  expenses,  or  demurrage,  or  whether  he  refers  to  claims 
generally,  resulting  from  the  loss  or  damage  of  goods  in  transit. 
So  far  as  I  can  see  in  the  administration  of  the  commissions, 
while  the  States  have  generally  attempted  to  enact  statutes 
hastening  the  adjustment  of  these  claims,  I  do  not  think  anything 
has  been  accomplished  anywhere  to  any  considerable  extent  in 
facilitating  the  adjustment  of  these  claims.  In  doing  the  informal 
correspondence  work  of  the  Wisconsin  Commission  I  have  been 
impressed  with  the  idea  that  this  Association  should  eventually 
devise  some  means  or  other  by  which  commissions  can  effectively 
handle  claims  resulting  from  loss  and  damage. 

The  Chairman  of  the  Committee  says  that  frequently  rail- 
roads, through  inexcusable  mistake,  neglect  to  transfer  baggage. 
A  traveling  man  goes  from  one  city  to  another.  His  baggage 
follows  him  three  or  four  days  later.  He  loses  a  lot  of  valuable 
time  and  is  put  to  a  lot  of  additional  expense,  but,  so  far  as  I 
can  see,  no  commission  can  offer  any  remedy  whatever  for  that 
situation. 

That  is  why  I  say  the  report  is  an  admirable  criticism,  but  that 
it  does  not  suggest  the  remedies  that  we  need  at  the  present  time. 
As  to  car  supply,  the  same  thing  is  frequently  called  to  our 
attention.  Some  private  concern  telephones  in  to  the  commission 
and  says  "We  need  thirty  cars  a  day  to  make  our  shipments. 
There  is  a  great  car  shortage,  where  cars  are  needed  for  the  ship- 
ment of  sand  and  gravel,  or  for  early  potatoes,  or  for  some  other 
commodity.  We  only  get  three  or  four  cars  a  day,  and  we  need 
forty  cars  a  day."  What  is  the  commission  to  do  under  that 
situation?  It  has  no  plenary  power  to  order  a  supply  of  these 
cars,  at  least  not  in  Wisconsin.  We  have  to  go  through  a  prelim- 
inary investigation  which  consumes  ten  days'  time,  and  then  it 
takes  ten  days  more  to  notice  the  case  for  a  hearing,  and  then  the 
evidence  has  to  be  written  up  and  the  case  studied,  and  by  that 
time  the  emergency  for  the  car  supply  has  passed.  The  situation 
cannot  be  met  in  any  way  that  I  can  see,  except  by  a  general  order 
covering  the  whole  situation  in  the  State,  which  seems  to  be 
impracticable,  at  least  with  us. 
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Without  protracting  the  discussion  further  I  will  say  that 
that  seems  to  be  about  the  condition  of  this  report,  that  all  the 
way  through  most  admirable  criticisms  are  made,  but  the  remedies 
for  the  conditions  criticised  are  not  suggested. 

Mr.  HUGHES,  of  Ohio.  It  would  be  a  very  difficult  task  for  us 
to  resolve  ourselves  into  forty-eight  legislatures,  and  to  be  the 
legislature  in  each  State.  In  many  parts  of  this  report  specific 
recommendations  are  made.  In  other  parts  of  the  report  at- 
tention is  called  to  weaknesses  in  dealing  with  public  utility  cor- 
porations, and  the  matter  is  called  to  the  attention  of  this  body 
in  order  that  we  may  put  our  heads  together  and  as  a  convention 
of  the  railway  commissioners  of  the  different  States  solve  the 
problem.  It  would  take  a  seer  indeed  to  make  a  recommendation 
in  all  these  cases.  Something  which  might  fit  very  well  in  Ohio 
might  not  fit  in  Nebraska. 

As  to  the  matter  of  overcharges,  in  Ohio  the  statute  provides 
that  the  claim  shall  be  presented  to  the  railroad  company  and 
rejected,  and  after  the  lapse  of  a  certain  time  it  is  brought  to 
the  attention  of  the  utilities  commission.  The  matter  of  pre- 
senting it  to  the  railroad  in  the  first  instance  and  allowing  a 
eel-tain  time  to  elapse  before  it  may  be  presented  to  the  utilities 
commission  is  jurisdictional.  That  period  may  be  sixty  days  or 
ninety  days  or  six  months.  Now  there  are  cases  which  are  very 
plain.  It  may  be  that  a  rate  is  not  quoted  correctly.  There  is  no 
reason  why  you  should  wait  sixty  or  ninety  days.  Every  one  who 
has  anything  to  do  with  overcharges  or  with  claims  knows  that  it 
is  not  an  unusual  thing  for  a  claim  to  hang  fire  for  two  years  when 
it  is  as  plain  as  the  nose  on  your  face  thati  it  should  have  been 
corrected  at  once.  Frequently  on  the  slightest  pretext  it  is  re- 
jected. These  are  matters  that  this  convention  ought  to  work  out. 
They  should  be  discussed. 

As  a  member  of  this  committee  I  want  to  say  that  I  would 
take  no  offense  whatever  at  any  changes  that  might  be  made  in 
this  report,  or  if  it  should  be  rejected  in  whole  or  in  part.  But, 
gentlemen,  something  ought  to  be  done.  These  are  old  questions. 
They  have  been  debated  for  years,  and  they  are  unsolved,  and  I  am 
not  capable  of  solving  them  by  any  report  that  I  make  to  this 
convention.  Where  recommendations  are  made  as  to  the  solution 
of  some  of  these  problems,  those  are  my  convictions.  Where  a 
comment  is  made  as  to  a  wrong  condition,  it  is  up  to  you  to  solve 
the  proposition,  and  you  should  take  some  action.  We  should  not 
sit  idly  by  and  allow  these  things  to  continue.  It  would  be  to  the 
benefit  of  the  railroads,  it  would  be  to  the  benefit  of  utilities 
generally  if  these  things  were  brought  to  an  end. 
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As  to  the  matter  of  drinking  cups,  railroads  generally,  and 
especially  the  through  trains,  are  adopting  the  principle  of  fur- 
nishing paper  drinking  cups.  We  cannot  expect  every  traveler  to 
carry  a  drinking  cup  whenever  he  takes  a  journey.  If  the  expense 
of  furnishing  paper  drinking  cups  were  borne  entirely  by  the 
company,  it  would  be  really  negligible,  and  it  can  be  done  in  such 
a  way  that  the  public  may  have  access  to  the  cups,  so  that  they 
may  be  furnished  at  a  nominal  cost  or  as  a  free  gift. 

No  recommendation  is  made  as  to  the  toilet  facilities.  Every- 
one knows  what  that  condition  is,  and  it  has  existed  for  years, 
during  my  lifetime  at  least,  and  there  is  no  attempted  solution 
of  the  problem.  We  encounter  the  same  open  closets  that  were 
there  forty  years  ago.  There  is  the  same  spread  of  disease  over 
the  line  as  there  was  when  the  oldest  member  of  this  assemblage 
was  a  boy,  but  nothing  has  been  done  to  try  to  correct  it.  We 
should  have  the  courage  to  tackle  these  things  and  try  to  solve 
them  whether  the  recommendation  is  made  in  the  report  or  not. 

Now  I  speak  for  the  entire  committee  when  I  say  that  no 
matter  what  disposition  is  made  of  the  report,  there  will  be  no 
offense  to  the  committee.  The  only  thing  is  that  something  should 
be  done.  Something  definite  should  be  done. 

Mr.  THOMPSON,  of  Illinois.  It  is  not  my  purpose  to  enter  into 
any  discussion  at  all  as  to  what  is  said  in  this  report.  It  is  a 
very  helpful  report,  I  think,  to  anybody  connected  with  public 
utility  work.  My  purpose  in  rising  to  speak  at  all  is  to  ask  as  to 
the  effect  of  any  action  taken  here  with  reference  to  any  report 
presented  by  any  one  on  any  subject.  If  the  report  is  adopted,  how 
far  is  it  binding  and  on  whom  is  it  binding?  It  can  be  nothing 
more  than  the  expression  of  the  opinion  of  some  one  who  has 
given  thought  and  study  to  the  subject.  I  take  it  that  can  have 
no  binding  force  upon  the  several  jurisdictions  that  are  dealing 
with  public  service  questions.  If  any  report  is  to  be  adopted,  I 
think  I  am  in  favor  of  this  report  being  approved  and  adopted. 
But  would  it  not  be  better  and  more  in  consonance  with  the  ac- 
tions of  such  bodies  as  this,  to  have  the  report  presented  and  filed 
and  in  so  far  as  the  logic  and  the  argument  presented  in  that 
report  addresses  itself  to  the  wisdom  of  the  commissions  that 
are  dealing  with  these  questions  in  their  various  localities,  they 
can  act  upon  the  suggestions  therein  made,  and  if  it  does  not 
meet  with  their  approval,  then  they  need  not  accept  it.  I  take  it 
we  are  here  to  ascertain,  as  far  as  we  may  be  able  to  do  so,  the 
views  of  members  by  the  expressions  of  opinions  on  subjects' 
considered,  how  we  may  reach  a  solution  of  the  various  questions 
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that  come  before  us.  I  do  not  know  what  has  been  the  reason  for 
approving  some  reports  and  adopting  some  and  filing  others  and 
printing  others.  If  it  is  the  rule  to  approve  such  reports,  I  am  in 
favor  of  approving  this  report. 

Mr.  KICHARDS,  of  South  Carolina.  Mr.  President,  to  emphasize 
further  what  Judges  Hughes  has  just  said  and  what  the  gentle- 
man from  Nebraska  (Mr.  Hall)  has  said,  I  wish  to  say  that  since 
this  discussion  has  been  going  on  I  have  been  examining  this 
report,  and,  looking  at  page  5,  I  find  that  in  three  instances  the 
report  clashes  with  the  present  South  Carolina  law.  Now,  it 
would  be  idle  for  me  to  sit  here  and  vote  to  adopt  this  report  when 
I  myself  helped  to  frame  the  law  of  my  own  State.  If  it  had  not 
been  for  the  remarks  of  the  gentleman  from  Nebraska,  Mr.  Hall, 
I  would  have  voted  for  the  adoption  of  the  report. 

You  will  notice  that,  on  page  68,  the  report  recommends  that 
after  a  train  has  been  operated  for  a  year  or  more  it  shall  not 
be  discontinued  except  by  order  of  the  State  commission.  Why, 
all  trains  in  South  Carolina  are  operated  to-day  by  order  of  the 
commission,  and  none  can  be  discontinued  unless  the  commission 
orders  them  discontinued.  Under  the  recommendation  of  this 
report  a  train  would  have  to  be  operated  a  year  before  we  could 
exercise  that  authority.  We  can  order  a  train  put  on  in  South 
Carolina,  and  after  it  has  been  operating  for  a  week,  if  we  want 
to,  we  can  order  it  taken  off.  In  the  last  three  weeks  the  South 
Carolina  Commission  has  discontinued  from  25  to  30  trains  on 
various  lines  in  the  'State. 

If  you  will  read  the  report  a  little  further  along  you  will  see 
that  it  recommends  something  with  reference  to  Sunday  travel, 
and  that  is  in  conflict  with  the  South  Carolina  law.  If  you  will 
read  further  down  on  the  same  page  you  will  see  that  it  recom- 
mends that  freight  trains  carry  passengers.  That  is  just  what 
the  South  Carolina  Commission  has  been  undertaking  to  prevent. 
It  seems  to  me  it  is  a  source  of  danger.  We  have  had  proof  of  that 
in  the  last  year,  when  five  passengers  were  killed  on  a  mixed  train 
who  would  not  have  been  killed  if  they  had  been  riding  on  a 
regular  train.  South  Carolina  has  tried  to  stop  that.  Yet  this 
report  recommends  to  my  State  and  to  every  other  State  that  we 
adopt  a  policy  which  we  are  trying  to  get  rid  of.  So,  I  find  that 
on  jmst  one  page,  this  report  asks  the  South  Carolina  Commission 
to  recommend  things  that  are  contrary  to  the  'South  Carolina 

law. 

A  MEMBER.  You  might  offer  an  amendment  to  the  report. 
Mr.  KICHARDS,  of  South  Carolina.  I  do  not  know  just  exactly 
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how  to  do  it.  It  would  take  some  time  for  reflection.  But,  seri- 
ously, Mr.  President,  and  gentlemen,  agreeing  with  the  gentleman 
from  Nebraska  (Mr.  Hall)  I  take  the  position  that  when  we 
have  a  report  of  this  nature  submitted  to  this  Association,  we 
should  not  sit  down  and  adopt  it  without  first  digesting  it  and 
seeing  what  it  contains.  And  while  I  do  not  mean  to  criticise  the 
report,  yet,  so  far  as  South  Carolina  is  concerned,  it  is  contrary 
in  many  respects  to  our  law,  and  I  shall  have  to  vote  against  it. 

Mr.  HALL,  of  Nebraska.  Mr.  President,  it  has  been  my  fortune 
many  times  to  make  an  innocent  remark  and  thereby  start  a  con- 
flagration. I  did  not  intend  to  do  it  in  this  case,  but  I  feel  pro- 
foundly that  there  is  great  difference  between  printing  a  report 
in  the  bound  volume  of  our  proceedings,  and  being  called  upon 
to  give  it  the  stamp  of  the  approval  of  this  Association.  It  seems' 
to  me  the  highest  compliment  that  can  be  paid  to  any  member  of 
this  Association  is  to  give  the  stamp  of  the  approval  of  this 
body  to  a  report  covering  the  many  details  which  are  usually  con- 
tained in  such  reports.  The  reason  I  asked  the  question  in  the 
first  place  was  to  get  some  information,  if  possible,  as  to  whether 
or  not  I,  as  a  commissioner,  am  bound  by  a  report  when  it  is 
adopted  or  approved  by  this  association.  If  I  am  to  be  bound  by 
the  reports  that  are  approved  by  the  association,  it  seems  to  me 
that  I  am  then  placed  in  a  serious  position,  and  that  a  great  duty 
is  being  placed  upon  me  here  when  I  vote  to  approve  or  dis- 
approve any  report.  I  want  the  gentleman  from  Ohio  (Mr. 
Hughes)  to  understand  distinctly  that  I  have  not  made  any 
remarks  here  in  the  spirit  of  criticising  his  report,  because  it  is 
admirable  and  well  prepared. 

The  PRESIDENT.  Gentlemen  of  the  convention,  you  are  now  to 
vote  upon  the  substitute  of  Mr.  Hall.  The  original  motion  was 
to  approve  the  report  made  by  Judge  Hughes.  Mr.  Hall  has 
moved  as  a  substitute  that  the  report  of  the  committee  be  received 
and  printed. 

The  question  being  taken  on  the  substitute,  the  President  an- 
nounced that  he  was  in  doubt. 

Several  members  demanded  a  division. 

The  convention  divided  and  there  were,  ayes  23,  noes  25. 

Accordingly,  the  substitute  was  rejected. 

Mr.  BURR,  of  Florida,  Mr.  President,  I  ask  that  the  main  ques- 
tion be  now  put. 

The  PRESIDENT.  The  question  now  is'  on  the  original  motion, 
which  is  on  the  adoption  of  the  report  and  its  recommendations. 

The  motion  was  agreed  to. 
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Mr.  MAXWELL,,  of  North  Carolina.  In  addition  to  the  action 
which  has  just  been  taken  on  this  report,  I  wish  to  move  that  the 
Committee  on  Legislation  be  requested  to  give  consideration  to  the 
suggestion  made  bj  Judge  Prentis  with  reference  to  the  injustice 
resulting  from  the  quotation  of  incorrect  rates.  I  want  to  make 
this  one  statement,  that  I  am  sure  that  instances  of  such  injustice 
have  come  to  the  attention  of  every  one  here,  and  for  those  cases 
there  seems  to  be  no  remedy.  It  seems  to  me  Judge  Prentis  has 
suggested  an  equitable  method  of  dealing  with  such  cases,  by 
which  justice  can  be  done,  without  opening  the  door  to  rebates 
and  discriminations. 

Mr.  ATKINSON,  of  Missouri.  Following  up  the  suggestion  of 
Judge  Prentis,  I  wish  to  call  attention  to  the  fact  that  the  Inter- 
state Commerce  Commission  provides  that,  where  a  shipper  de- 
mands a  rate  of  the  agent  in  writing  and  the  agent  misquotes  that 
rate,  then,  the  shipper  is  given  a  remedy  against  the  railroad 
company.  The  reason  that  the  request  and  the  answer  are  re- 
quired to  be  in  writing  is  to  shut  off  all  schemes  for  rebating. 
The  Interstate  Commerce  Act  provides  a  penalty  only  where  the 
agent  of  the  carrier  misquotes  the  rate  to  the  shipper.  The 
Missouri  Public  Service  Commission  Law,  as  well  as  the  Indiana 
Railroad  Law,  gives  the  shipper  a  cause  of  action  to  recover 
damages,  as  well  as  a  penalty  to  the  State  where  the  agent  of  the 
carrier  misquotes  the  rate  to  the  shipper.  He  is  required  to  ask 
for  the  rate  in  writing,  and  the  agent  of  the  carrier  is  required 
to  give  the  rate  in  writing. 

There  is  one  further  suggestion.  That  was  made  by  Judge 
Hughes  in  his  report  that  the  legislative  committee  might  follow 
out,  That  is  as  to  the  delay  in  settling  claims.  The  best  statute 
I  have  found  on  that  subject  is  in  the  State  of  Texas,  where  they 
require  the  carrier  to  settle  a  claim  for  an  overcharge  or  for  any 
damage  within  thirty  days  after  the  claim  is  filed  with  the  rail- 
road company.  It  provides  an  attorney  fee  of  |20  if  they  do  not 
settle  it  within  the  thirty  days  provided,  if  the  claim  is  recovered 
for  the  full  amount.  It  may  be  well  for  the  legislative  committee 
to  look  into  those  two  things. 

The  PRESIDENT.  Before  entertaining  a  motion  to  adjourn  I 
want  to  announce  that,  by  agreement,  Judge  Prouty's  address  will 
be  given  to-morrow  at  two  o'clock. 

At  5  o'clock  P.  M.  the  convention  adjourned  until  Wednesday, 
November  18,  1914,  at  10  o'clock  A.  M. 
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Washington,  D,  C.,.  Wednesday,  November  18, 

The  convention  reassembled  at  10  o'clock  A.  M. 
The  PRESIDENT.  The  convention  will  now  come  to  order  for  the 
transaction  of  business. 

MEMORIALS. 

The  SECRETARY.  The  Chairman  of  the  Committee  on  Memorials 
requests  that  the  members  of  the  various  States  report  to  the 
Secretary  if  there  have  been  any  deaths  in  their  membership 
during  the  past  year. 

GRADE    CROSSINGS    AND    TRESPASSING    ON    RAILROADS. 

The  PRESIDENT.  The  first  report  in  order  this  morning  is  that 
of  the  Committee  upon  Grade  Crossings  and  Trespassing  on 
Railroads,  which  was  passed  yesterday.  The  chairman  of  that 
committee  is  the  Honorable  Cassius  L.  Glasgow  of  Michigan,  who 
telegraphed  yesterday  that  he  was  unable  to  be  present.  Governor 
Yates  is  a  member  of  that  Committee.  Governor,  have  you  a  re- 
port to  present? 

Mr.  YATES,  of  Illinois.  Mr.  President,  in  the  absence  of  the 
Chairman,  Mr.  Elmquist  is  the  ranking  member  of  that  committee ; 
and,  while  I  have  a  letter  from  Mr.  Glasgow,  saying  that  he  can- 
not be  here,  and  that  he  would  like  some  of  the  rest  of  us  to 
present  the  report,  I  conferred  with  Mr.  Elmquist  last  evening, 
and  my  understanding  was  that  he  would  read  the  report  this 
morning.  I  should  be  glad  to  have  him  present  the  report. 

Mr.  PRENTIS,  of  Virginia.  Mr.  Elmquist  is  in  conference  with 
one  of  the  Commissioners  at  the  present  time. 

The  PRESIDENT.  Will  Gov.  Yates  present  the  report 

Mr.  YATES,  of  Illinois.  Mr.  President,  in  the  first  place,  I  should 
like  to  have  extended  to  me  the  plenary  absolution  which  the 
President  extended  to  himself  yesterday  morning  when  he  ruled 
that  his  own  address  was  not  subject  to  criticism;  because  I 
should  like  to  have  yon  gentlemen  understand  that  I  am  one  of 
the  new  members  of  this  organization,  and  I  am  not  equipped  to 
defend  every  word  in  this  report.  In  fact,  I  am  a  little  bit 
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frightened  because  of  the  reception  you  gave  Judge  Hughes  yester- 
day. I  should  like  to  have  it  understood  in  advance  that  while 
I- concur  in  this  report,  I  did  not  until  last  night  read  every 
single  syllable  of  it.  I  suppose  some  of  you  gentlemen  have  been 
in  that  situation  before. 

REPORT    OF    THE     COMMITTEE     ON     GRADE     CROSSINGS    AND 
TRESPASSING   ON   RAILROADS. 

Mr.  YATES,  of  Illinois.  You  will  notice  that  in  this  report  we 
say  in  the  second  paragraph : 

"At  the  last  meeting  of  this  Association  the  committee,  instead  of  submitting 
the  usual  form  of  report,  took  occasion  to  direct  attention  to  the  fact  that,  in  its 
judgment,  the  committees  of  previous  years  had,  after  much  research  and  careful 
deliberation,  formulated  and  presented  to  the  association  very  valuable  reports 
embodying  all  the  information  necessary  to  insure  positive  action  which  should 
produce  very  beneficial  results  but  that  nothing  further  had  been  accomplished 
than  the  usual  acceptance  and  filing  of  the  same." 

I  want  to  say  that  when  I  saw  this  statement  in  this  committee 
report  I  looked  up  the  records  as  far  as  I  could,  not  being  familiar 
with  them  myself,  and  found  that  in  1913,  as  doubtless  many  of 
you  will  remember,  the  committee  on  this  subject  made  a  report 
which  was  quite  in  the  nature  of  a  complaint,  to  the  effect  that 
at  the  18th  annual  convention,  and  again  at  the  19th,  the  20th, 
the  21st,  the  22nd  and  so  on  every  year,  the  Committee  on  Grade 
Crossings  have  reported  on  the  gravity  of  the  situation,  only  to 
have  those  reports  accepted  and  filed  and  nothing  done.  Accord- 
ingly this  committee  refrained  from  going  over  all  of  that  ma- 
terial again.  But  in  view  of  the  fact  that  this  had  been  the  course 
of  procedure,  the  committee  last  year  received  some  very  positive 
and  direct  instructions  which  are  found  on  pages  71  and  72  of  the 
proceedings  of  last  year  and  those  instructions  were  to  the  effect 
that  communication  should  be  had  if  possible  with  the  governors 
of  the  different  States,  and  that  some  specific  legislation  be 
recommended,  and  that  this  committee  report  in  particular  a  form 
of  a  statute  in  regard  to  trespassing  upon  the  right  of  way.  That 
is  the  reason  why  the  first  section  of  this  report  is  not  more  com- 
plete upon  the  subject  of  separation  of  grades  and  grade  crossings. 

I  call  your  attention  to  the  table  in  the  report  showing  the 
number  of  persons  killed  and  the  number  injured,  who  wore 
trespassers  upon  the  railroad  right  of  way.  I  was  interested  -to 
observe  as  to  Illinois  that  the  number  killed  in  1911  was  408  mid 
the  number  injured  was  440.  You  iwill  see  the  figures  for  the 
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other  years.  So  far  as  I  can  find  out,  the  ratio  throughout  the 
different  States  is  about  the  same.  Ohio,  for  instance,  had  413 
killed  and  406  injured  in  1911.  In  1913,  while  Illinois  had  510 
killed  and  521  injured,  Ohio  had  460  killed  and  475  injured,  who 
were  trespassers  on  the  railroad  right  of  way. 

In  conversation  with  Judge  Thompson  only  'the  other  day  we 
were  talking  about  a  thing  we  had  observed  in  England,  which 
I  have  no  doubt  every  one  of  you  who  has  been  there  has  observed, 
and  that  is  the  almost  utter  impossibility  of  getting  on  to  an 
English  railroad  right  of  way.  They  just  do  not  let  you  get  on. 
We  have  not  reached  that  point  yet,  but  that  condition  in  Eng- 
land is  due  unquestionably  not  to  any  particular  anxiety  to  pro- 
tect the  railroad,  but  to  protect  human  life,  and  after  all  in  the 
last  analysis,  after  rates  and  everything  else  are  considered,  I 
suppose  that  the  protection  of  human  life  is  the  most  sacred  thing 
that  is  committed  to  our  care. 

As  we  have  said  in  this  report— 

"One  of  the  greatest  hindrances  to  the  accomplishment  of  the  desired  results 
appears  to  be  the  inability  to  have  the  law  enforced,  especially  in  cities,  due  in 
large  measure  to  the  unwillingness  of  the  justice  of  the  peace  or  other  officers 
before  whom  the  violators  of  the  law  are  brought,  to  treat  the  matter  seriously." 

A  commissioner  has  just  asked  me  if  the  word  "wilfully''  in  the 
statute  would  not  let  everybody  out,  My  answer  is  that  the 
committee  have  no  wish  to  have  anyone  suppose  that  they  desire 
this  law  and  this  law  only,  or  this  language  and  this  language 
only,  to  pass.  We  do  not  say  that  the  law  passed  in  a  particular 
State  should  not  be  modified  according  to  the  necessities  of  the 
situation  there.  In  view  of  some  things  that  were  said  here 
yesterday  I  want  to  repeat  that  if  you  desired  to  make  them,  there 
might  be  forty-eight  different  objections  to  this  particular  statute, 
on  the  ground  that  it  did  not  exactly  fit  your  own  particular  code 
of  law.  Of  course  it  is  understood  that  you  are  not  expected  to 
urge  the  enactment  of  this  particular  statute.  What  we  desire 
is  to  see  some  effective  legislation  on  the  subject. 

I  move  the  adoption  of  the  report  of  the  committee. 

The  motion  was  seconded. 

The  PRESIDENT.  It  is  moved  and  seconded  that  the  report  just 
read  be  adopted. 

(The  Report  of  the  Committee  on  Grade  Crossings  and  Tres- 
passing on  Railroads  is  as  follows:) 

Your  Committee  on  Grade  Crossing  and  Trespassing  upon 
Bailroad  Right  of  Way  begs  leave  to  submit  the  following  report: 
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As  introductory  thereto  we  desire,  in  all  kindness,  to  call  atten- 
tion to  the  lack  of  uniformity  in  the  preparation  and  presenta- 
tion of  information  particularly  as  to  accidents  resulting  in  death 
or"  injury  which  each  commission  is  supposed  to  embody  in  its 
annual  report  and  it  would  appear  to  your  committee,  after  care- 
fully studying  the  several  reports  submitted  to  it  for  the  purpose 
of  compiling  information  upon  a  particular  subject,  that  a  special 
committee  could  render  a  very  valuable  service  in  preparing  and 
presenting  a  form  of  report  which  could  be  easily  adapted  to  the 
use  of  any  commission  and  to  the  extent  that  their  work  was  in 
common  the  reports  would  bear  some  resemblance  to  uniformity. 
In  many  reports  the  character  of  accidents  are  not  segregated. 
The  killed  and  injured  are  not  shown  separately,  as  traimnen, 
shopmen,  trackmen,  yard  or  road  men,  and  as  to  other  injuries 
or  deaths,  whether  employes,  passengers,  trespassers  upon  right 
of  way,  at  stations  or  highway  crossings,  some  reports  giving 
figures  for  one  class  and  treating  the  balance  as  "all  others." 

At  the  last  meeting  of  this  association  the  committee,  instead 
of  submitting  tlje  usual  form  of  report,  took  occasion  to  direct 
attention  to  the  fact  that,  in  its  judgment,  the  committees  of 
previous  years  had,  after  much  research  and  careful  deliberation, 
formulated  and  presented  to  the  association  very  valuable  reports 
embodying  all  the  information  necessary  to  insure  positive  action 
which  should  produce  very  beneficial  results  but  that  nothing 
further  had  been  accomplished  than  the  usual  acceptance  and 
filing  of  the  same. 

In  view  of  this  apparent  criticism  by  the  committee  Vice- 
President  Finn  very  promptly  moved  that  the  present  committee 
be  continued  and  instructed  to  carry  into  effect  its  recommenda- 
tions and  requested  further  that  it  correspond  with  the  Governor 
of  each  state  not  now  having  adequate  laws  in  relation  to  grade 
crossing  and  trespassing  upon  railroad  right  of  way  as  to  what 
legislation  he  deemed  necessary  to  insure  greater  protection  of 
the  public  at  grade  crossings  and  to  restrict  the  use  of  railroad 
right  of  way  as  a  common  thoroughfare,  and  the  motion  was 
unanimously  adopted. 

This  question  of  grade  separation  is  becoming  more  important 
each  year  due  not  alone  to  our  great  increase  in  population  iv 
eluding  that  class  which  seem  to  have  little  regard  for  law  or 
custom  and  are  a  law  unto  themselves,  but  also  from  the  increased 
use  of  motorcycles  and  automobiles  in  cities  and  villages  by  those 
having  little  regard  for  safety  devices  installed  for  their  protec- 
tion; also  those  driving  this  same  class  of  vehicles  over  grade 


PROCEEDINGS   OF   THE   CONVENTION.  89 

crossings  in  the  country  where  no  protection  has  been  installed 
and  in  many  instances  where  the  view  of  approaching  trains  i» 
such  that  it  would  be  a  challenge  to  one's  sanity  to  suggest  that 
warning  signals  of  any  kind  were  necessary. 

The  number  of  accidents  at  grade  crossings  is  increasing  to 
such  an  alarming  extent  that  it  demands  our  prompt  attention^ 
charged  as  we  are  with  the  grave  responsibility  of  devising  such 
means  as  shall  best  protect  such  travelers  against  the  disastrous 
results  of  their  own  carelessness  and  daring. 

Some  states  now  have  laws  directing  where,  when  and  under 
what  conditions  separation  of  grades  shall  be  made  and  appor- 
tioning the  expense.  Other  states  have  vested  this  authority  in 
their  commission,  allowing  them  to  order  the  separation  of  grades- 
at  such  points  and  at  such  time  as,  in  their  judgment,  conditions; 
justify  and  to  determine  how  the  expense  shall  be  apportioned; 
still,  other  states  have  gone  no  further  than  to  authorize  direct 
or  through  their  commission  the  installation  of  bells,  watchmen 
or  gates  and  while  these  prove  reasonably  satisfactory  and  are 
in  some  instances  all  that  can  be  made  effective,  it  must  be  con- 
ceded that,  wherever  conditions  reasonably  permit,  no  form  of 
crossing  protection  equals  the  separation  of  grades  and.  therefore,, 
for  efficiency  and  permanency,  this  plan  is  approved. 

It  must  be  apparent  that  it>  is  not  possible  to  adopt  an  in- 
flexible rule  that  can  be  applied  in  all  cases,  not  alone  by  reason 
of  the  expense  involved,  although  that  is  a  most  important  factor 
where  the  order  affects  financially  weak  roads  and  relatively  poor 
communities,  but  also  by  reason  of  the  varying  conditions  obtain- 
ing in  the  different  cities  and  states.  In  some  cities  and  in  the 
surrounding  territory  the  topography  of  the  country  is  such  as  to 
permit  of  separation  of  grades  with  little  difficulty  and  at  moder- 
ate expense,  while  in  others,  it  demands  long  trestles,  heavy  fills 
or  subways,  all  of  Avhich  are  expensive  both  to  construct  and 
maintain  and  which  is  a  heavy  burden  upon  the  parties  sharing 
therein.  However,  we  believe  that  where  conditions  at  all  justify, 
a  separation  of  grade  should  be  effected,  even  though  such  separa- 
tions be  fewer  in  number  annually  and  the  expense  distributed 
over  a  longer  series  of  years,  for  when  we  note  the  number  of 
accidents  at  otherwise  protected  crossings  due  to  the  characteristic 
American  impatience  at  restraint  or  interference  of  any  kind,  it 
must  be  admitted  that  a  separation  of  grades  permitting  un- 
interrupted and  unrestricted  use  is,  after  all,  the  only  safe  and 
proper  way.  However,  the  extreme  variance  of  conditions  as 
herein  referred  to,  renders  it  quite  impossible  to  suggest  a  uni- 


90  NATIONAL   ASSOCIATION    OF   RAILWAY    COMMISSIONERS. 

form  law  upon  this  particular  matter  or  more  than  to  earnestly 
urge  upon  the  Governor  and  commission  of  those  states  not  now 
having  adequate  laws  that  they  take  active  steps  as  hereinafter 
outlined  to  have  such  a  law  passed  by  the  next  legislature  of  their 
state  as  shall  fully  meet  the  requirements  peculiar  to  such  state. 
We  find  that  in  those  states  now  having  laws  relative  to  grade 
separation,  that  the  manner  of  obtaining  such  separation  and  the 
apportioning  of  the  expense  is  not  uniform  and  this  committee 
has  no  desire  to  express  its  approval  of  any  particular  method, 
believing  that  that  should  address  itself  to  the  combined  judg- 
ment of  the  commission  and  legislature  of  such  state,  we  under- 
standing the  sole  ambition  of  this  association  to  be  the  initiation 
of  such  action  as  will  have  for  its  result  the  hastening  of  the  sep- 
aration of  grade  crossings  and  thus  the  greater  protection  of  hu- 
man life,  leaving  the  particular  manner  of  accomplishing  this  re- 
sult to  those  most  vitally  interested.     However,  pending  the  pas- 
sage of  whatever  law  the  people  of  the  several  states  shall  deem 
to  be  advisable  and  sufficient,  we  believe  all  such  crossings  should 
be  protected  in  some  manner  till  the  grade  can  be  separated,  and 
that  the  commission  of  each  state  should  be  authorized  and  em- 
powered to  install  such  protection  as,  in  their  judgment,  the  con- 
ditions in  each  case  demand. 

The  second  question  your  committee  directs  your  attention  to 
is  that  of  trespassing  upon  railroad  right  of  way  and  which  the 
records  show  results  in  as  large  a  number  of  fatalities  as  that  of 
passengers  and  employes  combined,  notwithstanding  the  many 
warning  signals  placed  by  the  railroads  and  the  attempt  in  some 
states  by  holding  "safety  first"  meetings,  to  awaken  public  in- 
terest and  create  public  sentiment  in  favor  of  a  movement  to  re- 
strict, if  not  entirely  stop,  the  indiscriminate  use  of  the  railroad 
right  of  way  as  a  public  thoroughfare. 

Your  committee  obtained  from  the  several  commissions,  by  let- 
ter and  by  a  study  of  their  annual  reports,  the  number  of  tres- 
passers killed  and  injured  in  the  different  states  for  the  years 
1911,  1912  and  1913.  The  fact  that  some  commissions  close  their 
reports  on  June  30th  of  each  year  and  others  a  portion  of  their 
reports  on  December  31st  of  each  year  renders  it  impossible  to 
obtain  absolutely  correct  figures  by  years  in  all  cases,  but  the  in- 
formation herewith  submitted  is  approximately  correct.  We  de- 
sired this  information  for  the  purpose,  firstly,  of  bringing  to  the 
attention  of  the  Governor  and  legislature  of  each  state  the  result 
of  such  use  of  railroad  property  in  their  state  and,  secondly,  the 
necessity  for  the  enactment  of  some  law  and  its  rigid  enforcement 
to  order  that  this  annual  slaughter  may  be  prevented. 
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AVc  herewith  submit  a  table  showing  the  deaths  and  injuries 
occurring  annually  in  thirty-seven  of  our  states  for  three  years 
due  to  trespassing  alone  and  which  shows  that  12,992  or  approxi- 
mately 13,000  human  lives  during  that  time  were  sacrificed  to 
haste  and  carelessness. 


1911 


1912 


Name  of  State 


1913 

In- 
Killed  Injured  Killed  Injured  Killed  jured 


41 


67 


Connecticut 79 

Colorado 

California  (6-30-13)  No  record  previous  to — 

Florida   30  38  29 

Georgia     (other    per- 
sons)      101         249 

Illinois    468         446 

Indiana 198         135 

Iowa 94         111 

Ivansas   57         113 

Kentucky  (not  segregated) 


43 


44 


109 
32 

183 
37 


106 
18 

134 
43 


210  91 

503         510  521 

144           77  56 

127           77  41 

79         119  63 

135 (no  record)  128  (no 
record ) 


Louisiana   (all  except 
passengers        and 

trainmen)     71         165  91  225  20  34 

Elaine    27           46  35  32  t  29  30 

Maryland  (other  per- 
sons)        61           81  89  78  96  244 

Massachusetts 162           48  132  60  175  (no 

report) 

Michigan 131         127  154  130  112  133 

Minnesota 103         100  112  123  124  117 

Missouri   174         222  191  216  180  209 

Mississippi 48  25  50  32 

Montana 48  46 

New  Hampshire  23     13  17  11  26  7 

Nebraska  41    165  106  153  54  134 

New  Jersey 177    128  154  113  174  102 

New  York  (2nd  Dist.)  412    399  449  370  393  409 

Nevada 9     13  10  24  25  13 

North  Carolina 60     74  62  94  85  78 

North  Dakota 32  32  21  17 

Ohio  .           .  413    406  418  415  460  475 
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1911  1912  1913 

In- 
Name  of  State        Killed  Injured  Killed  Injured  Killed  jured 
Oklahoma  (all  except 

passengers)    64         103  TO         137  57          53 

Oregon    45           65  41           81  46           42 

Pennsylvania 641         585  583         631  533         320 

Rhode  Island 16          17  22           18  18          28 

South  Carolina 52           91  59         171  61         108 

South  Dakota   10           29  9          30  11          17 

Texas 130         183  171         237  170         215 

Vermont 29           19  11           11  23           22 

other  persons  other  persons 

Virginia (not  prior  to)  92         111  101         249 

Washington ( not  prior  to )  ...          ...  119           71 

Wisconsin .111          31  137          92  140         120 

The  records  of  some  commissions  do  not  give  any  information 
as  to  trespassers;  others  do  not  segregate  the  killed  and  injured 
so  the  correct  number  could  be  obtained,  but  from  those  whose 
records  were  sufficiently  complete  we  find  that  the  number  of 
trespassers  killed  in  1911  was  3888,  in  1912,  4208  and  in  1913, 
4354,  with  an  increase  in  1912  over  1911  of  320  and  in  1913  over 
1912  of  146,  or  a  total  of  446  more  in  1913  than  in  1911,  and  while 
the  manner  of  making  these  reports  by  the  several  commissions 
makes,  as  we  previously  stated,  the  obtaining  of  exact  figures 
impossible,  they  emphasize  two  facts :  first,  that  this  loss  of  life  is 
increasing  from  year  to  year  and,  second,  that  it  equals  in  num- 
ber that  of  passengers  and  employes  combined. 

If  Ave  are  inclined  to  treat  this  matter  lightly,  believing  that 
the  term  "trespasser"  stands  only  for  that  irresponsible  class 
commonly  referred  to  as  tramps  and  hoboes,  we  are  in  error,  as 
the  much  larger  proportion  of  the  number  is  made  up  of  farmers 
and  laborers  in  the  country,  and  mechanics,  business  men,  and 
women  and  children  in  the  cities  and  villages. 

In  no  other  country  are  pedestrians  permitted  to  make  such 
common  use  of  the  railroad  right  of  way  and  we  believe  it  can 
be  greatly  curtailed  in  this  country  by  the  concerted  action  of 
thinking,  law-abiding  citizens  creating  proper  public  sentiment 
and  demanding  the  prompt  punishment  of  the  violators  of  the  law. 

One  of  the  greatest  hindrances  to  the  accomplishment  of  the 
desired  result  appears  to  be  the  inability  to  have  the  law  enforced, 
especially  in  cities,  due  in  large  measure  to  the  unwillingness  of 
the  Justice  of  the  Peace  or  other  officer  before  whom  the  violators 
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•of  the  law  are  brought,  to  treat  the  matter  seriously.  Too  often 
votes  and  sentiment  prevent  the  administration  of  justice,  espe- 
cially where  it  is  a  case  of  the  individual  versus  a  great  corporation 
and  the  correction  of  this  condition  we  believe,  as  stated  can  be 
brought  about  only  by  the  education  and  building  up  of  public 
sentiment.  It  is  not  a  matter  of  dollars  and  cents  or  social  or 
political  preferment,  but  human  lives, — and  political  and  com- 
mercial considerations  should  exercise  no  influence  whatever  in 
determining  the  rights  of  the  parties.  It  is  not  that  forbidding 
such  use  of  the  railroad  right  of  way  is  an  attempt  to  interfere 
with  the  personal  liberty  or  rights  of  the  individual,  or  to  grant 
an  unreasonable  and  exclusive  control  of  its  property  to  the  rail- 
road, but  the  proper  protection  and  conservation  of  the  life  and 
welfare  of  our  citizens  and  where  no  distinction  can  be  made 
between  the  innocent  child,  the  matured  workman  and  tottering 
old  age,  and  it  should  not  be  difficult  to  awaken  public  sentiment 
to  the  enforcement  of  any  just  and  reasonable  law  having  for  its 
object  the  greater  protection  of  the  public.  It  is  true  that  in  the 
varied  experiences  of  the  average  American  citizen,  at  all  times 
fired  by  the  ambition  to  succeed,  that  any  sacrifice  which  that 
success  demands  is  freely  made,  even  of  life  itself,  and  this  con- 
dition obtains  to  such  an  extent  that  human  life  has  been  placed 
in  the  same  list  with  other  contributions,  apparently  having  no 
greater  weight  or  value,  and  thereby  becoming  greatly  cheapened. 
It  therefore  imposes  on  us,  charged  with  its  protection,  the  greater 
responsibility. 

As  hereinbefore  referred  to,  the  reckless  driving  of  automobiles 
over  grade  crossings,  not  alone  by  erratic  and  irresponsible  per- 
sons, but  by  those  conceded  to  be,  in  other  things,  careful  and 
conservative,  is  adding  greatly  to  the  list  of  fatalities  and  as  this 
is  a  means  of  transportation  across  country,  whose  popularity 
will  increase  rather  than  decrease,  and  in  so  many  instances 
represents  a  load  of  from  four  to  six  persons  in  each  automobile, 
that  it  emphasizes  the  already  urgent  demand  for  separation  of 
grades  wherever  possible,  and  at  the  same  time,  tends  to  increase 
the  share  of  the  expense  which  the  public,  other  than  the  rail- 
roads, should  bear. 

Among  the  most  dangerous  is  the  diagonal  grade  crossing  made 
so  by  reason  of  the  apparent  inability  of  the  average  driver  of  a 
vehicle  to  properly  measure  the  distance  to  be  traveled  in  making 
such  crossing  or  to  gauge  the  speed  of  the  approaching  train. 
"We  believe  the  commissions  of  the  several  states  should  be  given 
authority  to -abolish  all  such  crossings  and  construct  right  angle 
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crossings  at  the  same  or  some  other  point  where  the  view  is  better 
or,  at  least,  equally  as  good  and  apportion  the  expense  between 
the  railroad  and  the  city,  village  or  township,  as  the  case  may  be. 

In  view  of  the  foregoing,  we  offer  the  following  suggestions  r 
That  the  secretary  of  this  association  be  instructed  to  mail  the 
Governor  of  each  state  a  copy  of  this  report  and  at  the  same  time 
write  him  a  letter  directing  his  attention  to  the  table  showing 
the  killed  and  injured  as  the  result  of  trespassing  and  urge 
him  to  include  in  his  forthcoming  message  the  following 
recommendations : 

First:  The  enactment  of  a  law  conferring  upon  the  public 
service  commission  of  his  state  (if  there  be  such  commission) 
the  power  to  require  the  separation  each  year  of  as  many  and 
such  grade  crossings  as  they  are  convinced  public  safety  demands 
and  conditions  warrant,  and  the  power  to  apportion  the  expense. 

Second:  The  enactment  of  a  law  like  the  following  (or  one  of 
like  purpose  and  intent)  making  trespassing  upon  railroad  right 
of  Avay  a  misdemeanor  punishable  by  fine  or  imprisonment:. 

A  BILL  to  prevent  trespassing  on  the  tracks  and  rights  of  .way  of  railroad 
companies  operating  within  this  state  and  to  provide  punishment  therefor. 

WHEREAS,  great  loss  of  life  and  limb  results  from  trespassing  upon  railroad 
property  and  rights  of  way, 

Now,  THEREFORE,  The  People  of  the  State  of enact : 

SECTION  i.  It  shall  be  unlawful  for  any  unauthorized  person  to  walk,  ride  or 
drive  upon  or  along  the  tracks  or  within  the  right  of  way  of  any  railroad  company 
operating  its  lines  within  this  state,  or  to  cross  such  tracks  or  right  of  way  at  any 
place  other  than  at  a  public  or  private  crossing:  Provided,  however,  that  none  of 
the  provisions  of  this  act  shall  apply  to  employes  or  licensees  of  any  railroad 
company  while  engaged  in  the  performance  of  the  duties  of  their  employment  or 
otherwise  acting  pursuant  to  the  license,  nor  to  any  person  going  in  or  upon  such 
tracks  or  right  of  way  to  save  human  life  or  to  protect  property,  nor  to  any  person 
going  or  being  upon  or  in  the  depot  and  station  grounds  of  any  such  railroad  com- 
pany as  a  passenger  or  for  the  purpose  of  transacting  business  therewith.  It  is 
further  provided  that  any  station  agent  or  section  foreman  in  the  employ  of  a 
railroad  company  doing  business  within  this  state  shall  have  the  same  power  and 
shall  be  charged  with  the  same  duties  in  the  enforcement  of  this  act  as  are  given 
to  deputy  sheriffs  by.  the  general  laws  of  the  state. 

SECTION  2.  Any  person  wilfully  violating  the  provisions  of  this  act  shall  be 
deemed  guilty  of  a  misdemeanor,  and  upon  conviction  thereof  before  a  court  of 
competent  jurisdiction  shall  be  liable  to  a  fine  of  not  more  than  one  hundred 
dollars  or  to  imprisonment  in  the  county  jail  for  not  more  than  ninety  days  or  to 
both  such  fine  and  imprisonment  in  the  discretion  of  the  court. 

Your  committee  further  suggests  that  the  Secretary  of  this 
association  be  instructed  to,  on  or  before  January  1,  1915,  write 
a  letter  addressed  to  the  Chairman  of  each  commission  urging 
him  to  call  upon  the  Governor  of  his  state  and  tender  him  his 
services  in  helping  to  secure  the  enactment  of  the  laws  in  question 
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and  later  to  advise  the  Secretary  if  such  law  or  laws  were  enacted, 
mailing  a  copy  of  the  same,  or  if  not  enacted,  the  reason. 

C.  L.  GLASGOW, 
(Per  letter)     DAVID  HAKLOWE, 
(Per  letter)     RICHAKD  YATES, 

CHAS.   E.   ELMQUIST. 

The  balance  of  the  Committee  to  whom  a  copy  of  the  report  was 
submitted  not  having  replied,  I  have  no  authority  to  attach  their 
names. 


Mr.  DOTY,  of  Ohio.  Mr.  President,  I  am  very  much  in  favor  of 
the  recommendations  of  this  committee,  but  it  seems  to  me  there 
is  one  element  of  danger,  that  is  growing  more  and  more  serious 
every  day,  that  the  committee  has  overlooked.  In  our  State  we 
have  found  that  the  automobile  drivers  are  about  the  most  care- 
less set  of  people  who  operate  anything  in  this  country.  Within 
two  months  I  have  had  occasion  to  stand  at  a  crossing  where 
there  had  been  an  accident  which  I  was  investigating,  and  I 
watched  the  automobile  drivers  come  down  to  that  crossing.  That 
is,  I  watched  there  for  a  short  time.  Of  the  first  eight  who  came 
down  to  that  crossing  there  were  six  who  came  to  it  at  a  speed 
in  excess  of  20  miles  an  hour,  and  not  one  of  the  drivers  of  those 
machines  ever  looked  one  wray  or  the  other.  They  drove  right 
straight  upon  that  crossing  without  looking  either  way.  The 
other  two  did  display  some  degree  of  care  in  approaching  and 
coming  on  to  the  crossing,  both  as  to  speed  and  as  to  their  attempt 
to  look  up  and  down  the  track. 

Our  commission  had  a  meeting  of  the  gentlemen  who  have  charge 
of  this  "safety  first"  movement,  and  this  question  was  brought  up ; 
and  while  we  have  not  yet  formulated  any  plan,  it  has  been  in 
our  minds  either  to  request  or  order  the  railroads — whatever  our 
powers  in  that  particular  may  be — to  instruct  their  crossing  men 
to  observe  each  machine  as  it  comes  to  the  crossing,  take  its  num- 
ber, and  set  down  their  observation  of  the  manner  in  which  the 
driver  comes  to  the  crossing.  In  our  State  all  of  the  drivers  are 
registered,  and  probably  they  are  in  most  of  the  States.  Now  if 
reports  come  in  to  our  commission  that  certain  drivers  come 
habitually  to  one  crossing  and  another  in  a  careless  way,  we  will 
try  to  get  after  those  drivers  through  the  automobile  department, 
whore  there  are  some  regulations,  or,  if  there  are  not,  we  will  be 
able  to  get  some.  In  our  State,  and  I  presume  the  same  thing  is 
truo  in  other  States,  the  accidents  to  automobiles  at  crossings 
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are  a  matter  that  we  ought  to  take  into  consideration,  and  we 
ought  to  go  to  the  root  of  the  thing,  where  the  accidents  are  caused 
by  the  drivers  themselves.  In  the  particular  accident  that  I  was 
investigating  the  driver  came  down  a  slight  incline  and  ran  into 
a  locomotive  which  was  crossing  the  highway.  He  struck  the 
locomotive  at  the  rear  of  the  cab,  so  that  the  locomotive  engineer 
was  in  no  wise  to  blame. 

There  is  another  feature  of  this  report  to  which  I  wish  to  call 
attention  and  that  is  the  difficulty  there  is  going  to  be  in  getting 
an  act  passed  such  as  has  been  suggested,  prohibiting  trespassers 
from  rights  of  way.  You  will  find  that  the  labor  unions  will 
oppose  any  such  measure.  That  does  not  mean  that  it  ought  not 
to  pass,  because  I  believe  it  ought  to  pass,  but  that  is  the  difficulty 
you  are  up  against.  They  believe  that  such  a  measure  is  desired 
by  the  railroads  because  they  want  to  shut  up  their  rights  of  way 
in  times  of  strikes.  That  is  the  main  trouble  we  have  had  in  our 
State  to  get  such  a  law  passed.  It  has  been  attempted  several 
times. 

Mr.  WATSON,  of  Oklahoma.  Mr.  President,  the  Oklahoma  Com- 
mission some  time  ago  asked  the  railroads  to  level  the  grades  at 
crossings  for  16  feet  on  either  side  of  the  rail.  We  have  had  a 
number  of  automobile  accidents  caused  by  the  automobile  running 
up  what  we  term  a  hog  back  to  get  on  the  track,  and  cutting  off 
the  power,  and  sometimes  killing  the  engine.  Most  of  our  acci- 
dents have  been  caused  by  that.  So,  we  asked  the  railroads  to 
level  their  grades  16  feet  on  either  side  of  their  rails,  so  that  when 
a  machine  climbs  the  incline,  if  it  cuts  off  the  speed,  it  will  not 
go  dead  on  the  track.  It  can  get  across  the  level  track.  We  are 
having  that  done  in  the  State,  and  we  find  that  a  very  great 
advantage  in  eliminating  accidents  on  the  track.  The  railroads 
are  willing  to  acquiesce  in  that  and  attend  to  it.  The  only  trouble 
is  to  have  the  local  highway  commissioners  meet  that  grade  at 
the  right  of  way  of  the  railroad.  I  think  if  tlio  States  will  all 
adopt  that,  they  will  avoid  a  great  many  of  the  railroad  accidents 
that  have  happened  heretofore,  that  could  have  been  avoided  by 
such  an  order. 

Mr.  SPINNING,  of  Washington.  The  Public  Service  Commission 
of  Washington  requires  a  safer  crossing,  so  far  as  the  level  crown 
is  concerned,  than  is  required  in  the  State  of  Oklahoma,  We  pro- 
vide for  a  level  crown  extending  at  least  25  feet  on  either  side 
of  the  track.  While  we  have  attached  considerable  importance 
to  this  plan  of  crossing,  T  noticed  on  my  way  from  Washington, 
when  passing  through  Idaho,  Montana  and  South  Dakota  and 
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some  other  states,  that  there  seems  to  have  been  no  effort  made 
to  secure  level  crowns  at  grade  crossings.  I  noticed,  at  many 
grade  crossings  where  the  evidence  of  travel  indicated  that  they 
were  important  crossings,  the  road  extended  up  a  heavy  grade,  to 
within  a  foot  or  so  of  the  railway  tracks,  then  across  the  tracks 
and  right  down  abruptly  from  the  tracks.  Some  grade  crossings 
which  I  noticed  were  located  at  the  foot  of  descending  grades  in 
the  roads  with  no  level  space  near  the  crossing  where  one  could 
stop  an  auto  or  other  vehicle. 

The  protection  afforded  by  a  level  crossing  with  level  space 
extending  not  less  than  25  feet  on  either  side  of  the  track  seems 
to  have  received  no  attention.  I  noticed  this  in  the  states  I  passed 
through.  Now,  we  hold  that  the  man  driving  a  team  or  an  auto 
should  have  an  opportunity  to  stop  on  a  level  place  in  the  road 
before  crossing  a  railway  track.  He  is  supposed  to  stop,  look  and 
listen,  but  there  are  many  grade  crossings  so  located  that  it  is 
very  difficult,  if  not  impossible,  to  stop  with  a  heavy  load  or  with 
a  heavy  car,  before  going  over  the  tracks.  A  level  crown  extend- 
ing 25  feet  from  the  tracks  provides  a  place  where  a  load  can  be 
stopped  and  started. 

Another  reason  for  the  level  crown  is  the  danger  of  autos  stall- 
ing on  a  crossing.  Where  the  approach  is  steep  and  no  level  crown 
is  provided  there  is  necessarily  an  abrupt  angle  in  the  grade  of 
the  road,  as  the  crossing  between  the  rails  must  be  practically 
level ;  this  angle  in  the  grade  makes  it  necessary  to  slow  an  auto 
down  to  a  very  low  speed  just  as  the  front  wheels  go  upon  the 
track.  This  practice  frequently  "kills"  the  engine  and  stalls  the 
car.  Several  deaths  have  resulted  from  accidents  caused  in  this 
way.  A  small  expenditure  for  grading  a  level  crown  will  posi- 
tively prevent  many  accidents  at  grade  crossings,  and  this  feature 
should  be  given  more  attention  by  commissions,  railway  com- 
panies and  highway  authorities. 

As  a  matter  of  fact  more  accidents  occur  on  diagonal  grade 
crossings  than  others,  and  doubtless  every  gentleman  here  appre- 
ciates the  fact  that  every  automobile  driver,  whether  he  places 
much  or  little  value  on  his  life,  is  very  careless  in  crossing  railway 
tracks.  To  avoid  a  diagonal  crossing  it  is  usually  necessary  to 
introduce  an  angle  in  the  highway  on  either  side  of  the  railway, 
thereby  carrying  the  highway  across  the  railway  at  right  angles. 
These  angles  in  the  highway  require  automobiles  to  slow  down 
very  materially  and  thus  insure  a  slow  movement  over  the  railway 
crossing,  affording  time  to  the  driver  to  discover  danger,  if  it 
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exists,  before  it  is  too  late.  Where  the  diagonal  crossing  is 
retained  to  avoid  angles  in  the  highway  the  hazard  is  greater  as 
an  automobile  driver  will  seldom  slow  down  at  such  a  crossing. 
We  have  tried  signs  and,  while  these  operate  very  well  with  a  man 
in  a  wagon  or  on  horseback,  the  driver  of  an  automobile  passes 
at  such  a  speed  that  no  attention  is  given  to  the  signs.  The  right- 
angled  crossing  undoubtedly  affords  greater  protection  to  the 
automobile  driver  than  can  be  provided  by  the  diagonal  crossing. 

We  have,  of  course,  endeavored  to  eliminate  dangerous  grade 
crossings.  The  Legislature  of  Washington,  at  its  last  session 
appropriated  $25,000.00  for  the  elimination  of  dangerous  grade 
crossings,  authorizing  the  commission  to  pay  10%  of  the  cost  of 
separating  grades  out  of  that  fund,  the  balance  to  be  used  to  pay 
the  expense  of  the  commission  and  of  its  engineering  department 
and  other  expenses  incidental  to  investigation  of  grade  crossings 
and  providing  for  elimination. 

The  railway  companies  have l  met  the  Commission  on  very 
friendly  terms  indeed.  The  truth  of  the  matter  is  we  have  had  no 
contest  with  the  railway  companies  over  elimination  of  dangerous 
crossings.  We  have  pushed  this  work  to  the  limit,  and  they  have 
united  with  us  in  carrying  it  out.  It  has  undoubtedly  met  with 
their  hearty  approval. 

Every  crossing  inspected  by  the  Commission's  engineers  is 
given  careful  attention,  whether  the  crossing  may  be  eliminated 
by  separation  of  grades,  or  deflection  of  highway,  or  not.  When- 
ever a  grade  crossing  is  found  which  can  be  improved  by  a  reason- 
able expenditure,  the  matter  is  taken  up  with  the  railway  company 
affected,  and  is  usually  given  prompt  attention  along  the  lines 
suggested  by  the  Commission's  engineer.  While  carrying  out  the 
work  of  elimination  provided  for  in  the  appropriation  of  1913, 
much  improvement  in  grade  crossings  generally  throughout  the 
state  is  being  effected  in  a  quiet  but  persistent  way.  Grade  cross- 
ings with  approaches  terminating  near  the  railway  track  are 
reconstructed  so  as  to  provide  a  level  crown  25  feet  wide  on  either 
side  of  the  track;  where  the  view  along  the  railway,  obtainable 
from  the  highway,  may  be  improved  by  the  removal  of  brush  or 
trees,  or  of  the  top  of  an  embankment,  the  railway  company  is 
requested  to  remove  such  obstructions ;  where  a  grade  crossing  is 
-so  located  that  the  view  is  unnecessarily  limited  and  separation 
-of  grades  is  not  justified  by  the  amount  and  character  of  travel, 
conditions  can  frequently  be  improved  by  moving  the  crossing  a 
few  hundred  feet,  where  a  better  view  can  lie  obtained,  or  other 
conditions  are  more  favorable. 
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Mr.  NILES,  of  New  Hampshire.  Mr.  President,  of  course  we 
want  to  eliminate  all  grade  crossings  in  time,  if  we  can.  A  grade 
crossing  is  a  horrible  thing,  but  we  are  going  to  have  grade  cross- 
ings with  us  for  a  good  many  years,  and  the  problem  for  most  of 
us  is  how  to  make  them  as  safe  as  they  can  be  while  they  are 
with  us. 

There  are  two  things  that  we  have  been  trying  to  do  in  New 
Hampshire.  This  matter  is  very  much  on  my  mind,  and  I  believe 
my  associates  on  the  commission  think  that  I  am  almost  un- 
balanced on  the  subject.  It  has  interested  me  more  than  anything 
else  I  have  observed,  because  I  have  been  tremendously  impressed 
with  the  awful  and  useless  loss  of  life  on  grade  crossings,  as  well 
as  by  trespassing. 

The  two  things  we  have  tried  to  do  in  New  Hampshire  are,  fi"st, 
to  make  the  view  of  the  crossing  clearer.  Of  course  on  the  open 
prairie  that  is  not  much  of  a  problem,  but  in  a  wooded  and  hilly 
country  it  is  very  important.  So  we  have  got  the  legislature  to 
pass  a  statute  giving  us  authority  to  order  all  obstructions  to  the 
view  cleared  for  any  distance  we  please  back  from  the  track, 
giving  the  railroad  the  right  to  take  private  land  by  eminent 
domain  where  it  is  necessary.  If  they  cannot  agree  with  the  land 
OAvners,  they  come  to  us  for  an  assessment  of  the  damages,  and 
the  question  is  settled  in  that  way. 

Then  we  have  gone  personally  to  every  crossing  in  the  state. 
Of  course  we  have  only  1,200  miles  of  track  and  perhaps  a  thou- 
sand or  1,200  crossings,  and  it  is  not  so  much  of  a  task  as  it  would 
be  in  a  bigger  state.  We  have  personally  inspected  each  crossing, 
got  out  and  walked  up  the  track  and  looked  the  ground  over, 
and  taken  a  stenographer  along  and  dictated  a  statement  of  what 
was  necessary  to  be  done  at  each  crossing,  and  the  precise  clearing 
which  should  be  done.  In  a  few  cases  we  have  ordered  buildings 
removed,  but  generally  only  clearing  away  trees  and  brush.  In 
some  cases  they  are  removing  banks  of  earth  that  obstructed  the 
view.  We  have  this  fall  covered  the  whole  state  in  that  way.  So 
far  the  railroad  has  not  had  to  apply  to  us  for  the  assessment  of 
damages  in  a  single  case. 

The  other  thing  that  impresses  me  is  this:  In  the  old  times, 
before  the  automobile  came  in,  when  the  average  speed  of  travel 
on  our  highways  was  perhaps  from  four  to  eight  miles  an  hour, 
a  crossing  sign  at  the  crossing  gave  ample  warning,  and  the  man 
who  saw  it  could  stop  in  time ;  but  now  when  the  automobiles  are 
traveling  at  an  average  rate,  I  have  no  doubt,  of  from  twenty  to 
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fifty  miles  an  hour,  as  they  approach  these  crossings  on  country 
roads,  the  sign  at  the  crossing  is  utterly  inadequate.  Often  it 
cannot  be  seen  until  you  are  within  50  or  100  feet  of  it,  and  some- 
times even  less  than  that  on  a  winding  road  coming  out  through 
trees,  and  we  have  made  up  our  minds  that  the  thing  to  do  is 
something  like  Dr.  Holmes'  prescription  for  forming  the  character 
of  a  child,  to  begin  with  his  grandfather.  You  have  got  to  go  back 
and  start  your  crossing  protection  at  a  considerable  distance  away 
from  the  crossing.  Now  we  have  thought  it  was  unfair  and  un- 
reasonable to  order  a  railroad  company  to  go  back  up  the  highway 
and  put  warning  signs  300,  400,  500  or  600  feet  away  from  its 
right  of  way,  out  of  sight  of  its  right  of  way,  out  of  the  view  of  its 
section  men.  We  have  thought  that  it  was  unfair  to  make  them 
responsible  for  the  condition  of  those  signs  which  are  off  the 
right  of  way.  It  is  different  where  the  section  men  can  examine 
them  day  by  day  and  see  that  they  have  not  been  defaced  or 
knocked  down.  We  have  made  up  our  minds  that  the  proper 
parties  to  handle  those  warning  signs  are  the  cities  and  towns, 
and  so  we  have  circularized  the  cities  and  towns  that  have  grade 
crossings.  We  have  told  them  that  we  have  secured  reasonable 
terms  for  furnishing  signs  of  a  uniform  pattern  for  the  whole 
State.  The  sign  is  a  simple  one,  containing  the  least  possible 
lettering  in  the  most  conspicuous  form,  simply  saying  "400  feet 
to  R.  R.  crossing,"  or  whatever  the  distance  is,  and  nothing  else, 
on  a  sign  about  2  feet  by  1,  with  large  white  letters  on  a  dark  blue 
ground,  a  very  conspicuous  sign  to  be  set  up  beside  the  highway, 
300,  400  or  500  feet  back.  Then  if  the  automobilist  sees  that  sign, 
he  has  time  to  stop.  When  he  comes  in  sight  of  a  crossing,  and 
is  say  within  100  feet  of  the  crossing,  and  realizes  that  he  is  at  a 
crossing,  the  chances  are  that  he  is  going  so  fast  he  cannot  stop, 
and  his  only  chance  is  to  speed  up  and  go  faster  and  get  across 
ahead  of  the  train.  In  the  last  accident  which  was  called  to  our 
attention  that  was  exactly  the  thing  which  happened.  The  man 
got  over,  but  his  wife  and  daughter  in  the  back  seat  were  killed. 
We  believe  that  the  best  protection  for  a  crossing  is  a  distant  siim 
back  on  the  highway.  Over  a  thousand  of  those  l>ave  been  ordered 
by  our  cities  and  towns,  and  we  think  it  quite  possible  if  they  do 
not  all  come  in,  that  the  incoming  legislature  will  order  the  rest 
of  them  to  do  it. 

Mr.  ROBINSON,  of  South  Dakota.  Mr.  President,  in  our  State 
there  is  very  little  trouble  with  grade  crossings,  but  we  have 
this  trouble  with  trespassers  on  the  right  of  way.  We  are  in  a 
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level  country  and  the  crossing  problem  is  not  a  difficult  one.  We 
have  approached  this  subject  of  trespassing  a  little  differently 
from  what  has  been  stated  by  anyone  who  has  spoken  here.  In 
counting  the  number  of  trespassers  on  a  three  mile  strip  of  road 
we  found  that  the  average  number  was  eleven  each  day  on  that 
three  miles.  If  you  were  to  say  to  each  one  of  them,  "You  should 
not  be  here,"  he  would  think  that  you  were  imposing  on  him.  That 
is  the  feeling  of  the  people  in  our  State.  The  question  with  us  is 
to  educate  the  people  to  keep  off  the  right  of  way.  There  is  an 
opinion  abroad  among  the  western  people  that  they  have  a  right 
to  the  right  of  way  of  the  railroad.  You  will  find  that  opinion 
prevailing  in  almost  every  State.  To  such  an  extent  was  this 
noticeable  to  the  Commission  that  we  took  it  up  even  in  our 
schools,  with  our  county  superintendents,  and  even  at  a  State 
convention,  asking  them  to  educate  the  children  to  keep  off  of  the 
right  of  wray  of  the  railroads.  I  should  have  said  that  among  the 
eleven  trespassers  on  that  strip  of  highway  five  or  six  each  day 
were  school  children.  Those  we  could,  of  course,  reach  through 
the  schools.  Now,  I  believe  that  the  education  of  the  people  in 
that  way  and  the  passage  of  laws  upon  the  subject  will  solve  the 
problem.  Of  course  grade  crossings  should  be  eliminated,  and' 
as  has  been  said  here,  the  railroads  are  working  with  the  people 
to  eliminate  dangerous  grade  crossings. 

Mr.  FUNK,  of  Illinois.  I  was  very  much  interested  in  Commis- 
sioner Doty's  remarks,  and  those  of  the  Commissioner  from  New 
Hampshire  (Mr.  Niles),  and  the  thought  occurred  to  me,  par- 
ticularly in  connection  with  Commissioner  Doty's  observations, 
that,  as  the  automobiles  rush  at  these  crossings  at  a  speed  of  from 
20  to  50  miles  an  hour,  perhaps  some  obstruction  might  be  placed 
in  the  road  at  the  line  of  the  right  of  way.  I  have  in  mind  a 
suburb  of  Chicago,  Glencoe;  the  citizens  of  that  village  were 
troubled  with  speeding  automobiles,  and  they  put  in  the  famous 
Glencoe  bumps,  which  naturally  require  a  reduction  of  speed.  It 
occurs  to  me  that  if  the  automobiles  wilfully  or  negligently  dis- 
regard the  crossing  sign,  if  at  every  dangerous  crossing  there  was 
what  is  called  a  thank-you-ma'am,  or  a  rise  of  a  foot  or  eighteen 
inches  in  the  road,  and  it  came  to  be  the  common  knowledge  of 
all  drivers  of  automobiles  that  those  obstructions  were  there,  they 
would  reduce  their  speed.  I  have  no  doubt  that  a  great  number 
of  the  accidents  are  caused  by  the  reckless  speeding  and  disregard 
of  any  caution  in  observing  whether  a  train  is  approaching.  We 
Tiave  the  grade  crossing  situation  very  mucn  before  us  in  Illinois, 
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and  we  are  very  glad  indeed  to  listen  to  this  discussion,  and  to 
absorb  as  many  ideas  as  we  can. 

Mr.  PAYNE,  of  Canada.  Mr.  President,  there  is  one  aspect  of  this 
repdrt  as  to  which  it  occurred  to  me  you  might  be  interested  in 
the  experience  of  Canadian  railways.  I  do  not  refer  now  to  grade 
crossings,  but  rather  to  a  minor  feature  of  the  report,  the  killing 
of  tramps  or  hoboes.  The  reason  I  offer  these  observations  is  this : 
A  few  years  ago,  a  representative  of  one  of  the  large  American 
railways  came  to  me  in  Ottawa  and  asked  me  for  information  with 
respect  to  the  killing  of  hoboes.  I  was  obliged  to  tell  him  that 
we  had  very  little  direct  information,  but,  as  the  result  of  his 
inquiry,  the  department  of  railways  authorized  me  to  issue  a 
special  schedule  to  all  our  railways,  asking  them  specific  ques- 
tions with  respect  to  the  killing  of  tramps,  and  as  to  the  pro- 
visions of  the  civil  law  in  relation  to  it. 

Keplies  were  received  from  all  the  railways  in  Canada,  and  they 
disclosed  this  interesting  fact,  that,  in  Canada,  we  are  almost 
entirely  free  from  the  curse  of  tramps  on  railways.  The  reason 
assigned  by  the  railways  was  that  there  was  perfect  cooperation 
between  the  railways  and  the  civil  authorities,  and  this,  I 
gathered  from  this  representative  of  an  American  railway,  was 
a  thing  very  much  lacking  on  this  side  of  the  line.  So  perhaps 
you,  who  represent  the  great  neutral  nation  in  these  troublous 
times,  may  learn  a  lesson  from  one  of  the  allies.  I  could  not 
advise  you  as  to  how  you  could  secure  that  cooperation,  but  this 
gentleman  gave  me  at  least  one  notion  of  how  that  cooperation 
had  been  lost  over  here.  It  was  an  extraordinary  one  to  my  mind, 
one  as  to  which  we  should  have  no  suspicions  in  Canada.  He 
said  that,  as  a  result  of  legislation  with  respect  to  passes,  the 
civil  authorities,  especially  in  large  centers,  had  assumed  that 
this  act  was  designed  by  the  railways  as  a  blow  at  the  privileges 
received  by  a  considerable  number  of  civil  officers  in  large  com- 
munities, and  that  an  attitude  of  hostility  against  the  railways 
was  developed  on  that  account.  He  told  me  further — and  some 
of  you  may  know  something  with  respect  to  the  accuracy  of  this 
statement — that,  while  the  figures  disclose  that  a  large  number 
of  trespassers  of  that  class  were  killed  on  the  railways,  there  was 
still  a  very  large  number  killed  who  were  not  recorded ;  that  many 
a  nameless  hobo  was  killed ;  that  the  giving  of  information  with 
respect  to  his  death  would  only  lead  to  trouble,  and,  so,  he  was 
quietly  buried  on  the  side  of  the  right  of  way  and  nothing  said 
about  it  to  the  authorities.  We  know  nothing  whatever  of  that 
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sort  of  thing  in  Canada.  The  trespasser  on  a  Canadian  railway 
is  regarded,  in  the  eye  of  the  law,  exactly  the  same  as  a  trespasser 
on  your  private  property  would  be;  and,  if  you  could  cultivate 
that  state  of  feeling  over  on  your  side  of  the  line,  it  seems  to  me 
you  would  be  able  to  rid  yourselves  of  the  terrible  trouble  of  the 
hobo  on  railroads. 

Mr.  ATKINSON,  of  Missouri.  For  the  information  of  our  visiting 
friend  from  Canada,  I  do  not  wish  to  let  go  unchallenged  his  in- 
formation that  many  people  are  killed  along  the  right  of  way  of 
railroads  in  the  United  States,  without  the  fact  coming  to  the 
knowledge  of  the  civil  authorities.  I  think  that  statement  is 
overdrawn,  if  true  in  any  instance.  I  do  not  mean  to  doubt  that 
he  received  that  information,  but,  as  a  matter  of  fact,  I  do  not 
think  there  is  a  man  killed  in  the  State  of  Missouri  without  the 
matter  being  fully  investigated  by  the  coroner,  and  the  authorities 
knowing  of  his  death,  even  though  he  be  an  unfortunate  tramp 
moving  along  the  right  of  way  of  the  railroads  of  our  State,  and, 
I  think,  every  other  State  is  as  civilized  as  Missouri.  In  fact,  I 
am  informed  by  a  number  of  other  commissioners  that  that  is 
also  true  in  their  States.  I  think  the  trouble  has  been  in  getting 
practical  legislation,  and  not  as  stated  by  our  friend  from  Canada. 
The  damage  lawyers  in  Missouri  have  been  largely  responsible 
for  the  opposition  to  this  legislation,  and  I  am  sure  that  is  true  in 
the  other  States.  They  oppose  every  kind  of  legislation  which 
tends  to  penalize  the  tramp  or  the  man  who  is  not  a  tramp,  for 
going  on  the  right  of  way  of  the  railroad.  In  many  cities  and 
towns  the  railroad  right  of  way  seems  to  be  a  kind  of  highway 
for  people  to  tramp  up  and  down  to  the  river  or  to  the  ball  park ; 
if  it  is  a  shorter  cut,  they  always  walk  on  the  right  of  way  in 
going  to  those  places.  I  think  the  suggestions  of  this  committee 
along  these  lines  are  well  considered,  and  that  careful  attention 
should  be  given  to  them  by  the  legislature  of  every  State  which 
does  not  have  some  kind  of  a  statute  of  the  kind  indicated  in 
this  report. 

Mr.  KEYNOLDS,,  of  Washington.  I  see  that  it  is  getting  to  be 
popular  even  in  Missouri  to  lay  the  blame  for  anything  that  hap- 
pens in  the  country  at  the  door  of  the  lawyers.  Now,  they  are 
charged  with  responsibility  for  the  killing  of  people  who  travel 
upon  the  railroad  right  of  way.  I  happen  to  be  a  native  of  the 
west,  and  it  has  been  my  experience  to  have  the  personal  acquaint- 
ance of  men  who  have  traveled  to  the  west  from  the  east  along  the 
railroad  right  of  way.  (Laughter.)  Many  of  our  citizens  have 
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come  from  Missouri  and  other  States  in  the  east,  where  the  con- 
ditions were  such  that  they  could  not  advance,  and  they  have 
reached  the  west  by  way  of  the  railroad  ties.  As  a  matter  of  fact, 
I  was  engaged  in  a  litigation  a  short  time  ago  over  a  question  of 
this  kind,  and  some  of  the  attaches  of  the  court  stated  to  me  that 
they  had  come  to  the  State  of  Washington  in  that  manner,  and 
by  that  means  had  been  able  to  reach  a  state  where  it  is  easy  for 
people  to  get  ahead.  ( Laughter. )  Many  of  the  people  there  have 
come  west  in  that  way.  I  know  it  would  be  impossible  in  the 
west  to  pass  such  an  act  as  is  suggested  by  the  report  of  this 
Committee.  I  know  that  the  western  people  look  upon  the  rights 
of  way  of  the  railways  as,  in  a  sense,  public  property.  Many  men 
are  killed  in  that  way,  it  is  true,  and  there  is  no  question  about 
the  danger,  but,  at  the  same  time,  there  is  another  side  to  the 
story,  and  I  think  we  would  be  wasting  our  time,  as  far  as  the 
west  is  concerned  in  attempting  to  pass  legislation  of  this  sort. 
We  welcome  these  eastern  people  who  cannot  make  a  living  in 
the  east  and  who  come  to  our  country,  even  when  they  come  by 
walking  over  the  railroad  right  of  way.  So,  while  the  report  is 
admirable  in  many  respects,  I  think  the  suggestion  of  this  pro- 
posed legislation  will  hardly  be  carried  out  in  our  western  States. 
(Laughter  and  applause.) 

Mr.  WILLIAMS,  of  Texas.  I  want  to  join  in  this  discussion 
briefly,  to  assist  the  gentleman  from  Missouri  (Mr.  Atkinson) 
in  removing  the  impression  wrhich  seems  to  have  been  created  that 
we  will  kill  and  bury  people  in  this  country  without  the  knowl- 
edge of  the  public  officials.  Now,  I  represent  Texas  here,  rather 
a  wild  and  woolly  State  in  the  estimation  of  those  who  do  not 
live  in  Texas,  and  a  very  excellent  State  for  those  who  do  live 
there,  and,  not  only  have  I  never  given  serious  thought  to  a 
charge  of  that  kind,  but  I  never  before  heard  of  it.  I  do  not  know 
who  this  American  railway  authority  is  who  furnished  this  infor- 
mation. I  do  not  know  whether  it  is  Mr.  McPherson  or  some  other 
person  of  equal  eminence.  I  do  not  doubt  his  good  faith,  but  I  do 
want  to  discredit  his  judgment.  It  is  quite  possible  that  such  an 
instance  may  have  happened  somewhere,  and  he  may  have  known 
of  it,  because  this  is  an  enormous  country,  and  there  are  vast 
stretches  of  it  where  yon  cannot  find  an  officer  of  the  law  within 
two  days'  ride  on  horseback,  and  it  is  quite  possible  under  those 
circumstances  that  men  have  been  buried  on  the  right  of  way 
without  any  report  being  made  to  the  civil  officers.  We  have  such 
stretches  of  country  in  Texas.  I  know,  what  tremendous  diffi- 
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culties  there  would  be  in  finding  officers  of  the  law  and  in  hold- 
ing an  inquest  upon  a  dead  man.  I  know  how  almost  impos- 
sible it  Avould  be  in  some  places.  In  the  dry  country  which  is  so 
sparsely  inhabited,  it  would  be  entirely  impossible,  because  the 
body  could  not  be  preserved  as  long  as  it  would  be  necessary  to 
get  a  coroner  there.  But,  seriously,  gentlemen,  I  think  it  safe 
to  say  that  nowhere  in  the  State  of  Texas  is  such  a  thing  done  in- 
tentionally. Nowhere  is  it  done  for  the  purpose  of  concealing 
anything.  Nowhere  is  it  done  for  any  other  reason  than  because 
of  the  difficulty  of  getting  together  a  coroner  and  a  coroner's 
jury.  Nowhere  does  it  happen  without  calling  in  some  of  the 
neighbors  at  least,  and  they  may  be  twenty  or  thirty  miles  away, 
and  that  may  involve  a  great  deal  of  difficulty;  but,  some  ranch- 
man, some  man  who  is  looked  upon  in  the  country  as  responsible, 
is  called  there  to  view  the  body  and  see  the  conditions,  and  to  at- 
test a  statement  as  to  what  he  found  and  what  he  saw.  I  know 
of  that  having  been  done  in  some  cases.  In  the  State  of  Texas 
we  have  very  little  of  this  hobo  trouble.  The  people  who  are 
killed  on  rights  of  way  in  Texas  are  not  of  the  hobo  class,  un- 
fortunately. They  are  deserving  citizens,  though  they  may  be 
emigrating  under  difficulties.  (Laughter.)  They  have  their 
means  in  their  pockets,  and  they  carry  papers  which  make  their 
identification  easy.  It  is  generally  easy  to  tell  who  such  a  man 
is,  and  not  many  men  so  killed  are  buried  in  nameless  graves. 
There  may  be  a  few  horse  thieves  who  are  resting  in  unnamed 
graves  in  Texas,  but  not  many  people  who  have  been  killed  on 
railroad  rights  of  way. 

Mr.  PAYNE,,  of  Canada.  In  order  to  prevent  a  misunderstand- 
ing— not  necessarily  to  protect  my  own  veracity — I  think  I  ought 
to  explain  that  the  gentleman  who  came  to  see  me  was  Maj.  Pang- 
born,  representing  the  Baltimore  &  Ohio,  and  he  told  me  that 
he  had  traveled  a  long  distance  through  a  great  many  of  the 
States,  in  connection  with  this  matter. 

Mr.  DOTY,  of  Ohio.  I  think  that  ought  to  explain  it — the  B.  & 
O.  (Laughter.)  I  want  to  call  attention  to  another  thing,  that 
our  friend  from  Washington  has  shown  us  how  we  can  all  get 
out'  to  the  coast  next  year.  (Laughter.)  It  is  evidently  the  de- 
sire of  the  westerners  to  make  it  easy  for  us  to  get  to  the  conven- 
tion in  San  Francisco  next  year. 

In  all  seriousness  though,  I  think  the  only  way  to  get  at  the 
automobile  difficulty  is  not  only  to  have  the  signs  that  our  friend 
from  New  Hampshire  has  spoken  of,  of  which  vve  can  all  see  the 
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value,  and  perhaps  the  "bump  the  bumps"  that  our  friend  from 
Illinois  has  suggested,  but  there  is  nothing  like  taking  away  the 
license  of  a  reckless  driver.  I  do  not  own  an  automobile  and  I 
am  not  a  lawyer,  so  I  can  talk  about  this  in  a  disinterested  way. 
(Laughter.)  If  the  reckless  drivers  would  kill  themselves,  it 
would  not  be  so  bad,  but  the  only  way  to  prevent  some  men  from 
killing  people  with  automobiles  is  to  take  away  their  licenses, 
just  as  the  only  way  to  prevent  some  lawyers  from  chasing  am- 
bulances is  to  take  away  their  licenses.  I  think  that  is  one  sug- 
gestion as  to  a  way  to  prevent  people  being  killed  by  automo- 
biles and  lawyers.  (Laughter.) 

Mr.  HALL,  of  Nebraska.  A  commissioner  has  just  suggested  to 
me  that  it  might  be  well  to  have  the  bump  of  caution  placed  upon 
the  driver's  head  rather  than  upon  the  road.  (Laughter.)  I 
would  like  to  call  the  attention  of  the  gentleman  who  made  the 
suggestion  about  putting  bumps  in  the  road,  to  the  fact  that  if 
he  were  a  farmer  delivering  2,000  bushels  of  corn  from  the  sheller 
to  town,  the  load  of  corn  having  to  be  hauled  over  the  railroad 
track,  he  would  be  up  against  a  serious  proposition,  if  a  bump 
were  placed  on  either  side  of  the  track  in  order  to  slow  down  au- 
tomobiles. That  would  not  work.  I  have  had  experience  in  re- 
gard to  public  highways  in  Nebraska,  and  I  know  there  is  noth- 
ing that  would  cause  a  greater  storm  of  indignation  on  the  part 
of  the  farmers  than  to  obstruct  the  highway  in  such  a  way  as 
that.  I  believe  the  grade  crossings  should  be  worked  up  with 
plank  or  ballast,  smooth  and  level  with  the  face  of  the  rails,  and 
that  the  approaches  to  the  grade  should  be  such  as  can  easily  be 
gotten  over  by  any  vehicle.  The  placing  of  obstructions  in  the 
road  in  order  to  hinder  traffic  would  certainly  not  be  in  the  di- 
rection of  progress.  At  the  last  session  of  the  Nebraska  legis- 
lature there  was  an  attempt  to  get  a  bill  passed  to  prevent  tres- 
passing. It  did  not  get  any  further  than  the  committee  to  which 
it  was  referred.  Allow  me  to  call  attention  to  the  fact  that  in 
Nebraska,  especially  in  the  western  portion,  there  are  miles  and 
miles  of  railroad  right  of  way  that  do  not  even  have  private  cross- 
ings, where  the  right  of  way  is  not  fenced.  Place  yourself  in  the 
position  of  a  ranchman  owning  land  on  both  sides  of  that  track 
and  wanting  to  transfer  a  herd  of  cattle,  horses,  mules,  hogs  or 
stock  of  any  kind  from  one  side  to  the  other,  and  being  compelled 
to  drive  them  two  or  three  miles  to  some  place  that  is  marked 
a  crossing,  where  some  trail  goes  across  the  track,  because  the 
law  against  trespassing  prevented  his  crossing  at  a  more  con- 
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venient  place.  There  is  no  more  danger  in  one  place  than  in  the 
other,  practically  no  difference  except  that  there  are  some  planks 
nailed  to  the  ties  and  there  is  a  trail  going  across  the  track.  In 
the  more  densely  settled  portions  of  the  State,  where  the  roads 
follow  the  regular  section  lines,  and  there  are  well  developed 
highways  and  farms  with  fences  and  hedges  and  buildings  on 
both  sides  of  the  track,  I  know  there  is  great  danger.  I  know 
that  in  the  villages  and  towns,  along  up  to  cities  of  the  size  of 
Omaha — which  is  the  metropolis  of  Nebraska — there  is  great 
danger,  and  there  is  great  loss  of  life  because  of  trespassing,  and 
I  believe  that  severe  measures  should  be  taken  to  prevent  tres- 
passing in  those  towns  and  settled  communities.  But,  to  pass  a 
sweeping  law  which  would  prevent  the  owner  of  a  ranch  or  a 
farm  from  crossing  a  right  of  way,  when  he  would  have  to  ro  a 
mile  or  two  to  a  private  crossing,  it  seems  to  me  would  work  an 
injustice;  and  I  personally  know  that  in  Nebraska  such  a 
measure  called  forth  a  great  deal  of  opposition  from  ranchers. 
If  the  measure  were  restricted  to  trespassing  upon  rights  of  way 
in  towns,  villages  and  cities,  it  seems  to  me  it  would  cover  a  great 
amount  of  the  difficulty. 

Sitting  on  the  observation  platform  of  a  Pennsylvania  train 
coming  out  of  Chicago  the  other  morning,  I  noticed  two  or  three 
cars  of  cinders  on  the  second  track  from  the  main  track  over 
which  my  train  was  running,  and  there  were  six  or  eight  children 
playing  011  top  of  the  cinders,  digging  holes  and  building  mounds 
on  top  of  the  loads  of  cinders.  Now,  we  all  know  that  to  allow 
anything  of  that  kind  is  wrong.  We  all  know  that  ought  to  be 
prevented,  and,  it  seems  to  me,  that  if  such  a  measure  were 
restricted,  as  I  have  just  said,  to  incorporated  towns  and  villages, 
we  might  come  nearer  to  getting  such  legislation  passed. 

Mr.  THOMPSON,  of  Illinois.  The  thought  has  occurred  to  me 
that  if  in  the  information  we  get  as  to  the  number  of  casualties 
happening  on  rights  of  way  as  a  result  of  trespassing  there  could 
be  a  division  so  that  we  could  ascertain  how  many  were  killed 
within  the  corporation  limits  of  different  cities  and  how  many 
were  out  in  the  country,  it  might  be  advantageous  to  this  associa- 
tion to  have  that  information.  I  do  not  know  whether  anyone 
has  that  information.  I  have  not.  But  there  is  a  distinction  and 
a  difference  between  the  long,  wild  stretches  of  country  between 
towns  and  villages,  and  the  thickly  populated  centers.  In  the 
cities  would  it  be  practicable  or  not  to  erect  high  fences  and  iron 
fences  to  sniard  and  protect  and  prevent  people  from  getting  on 
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the  right  of  way  anywhere  in  the  city?  I  imagine  that  a  large 
percentage  of  those  who  have  lost  their  lives  by  trespassing  upon 
railroads  have  lost  their  lives  within  the  limits  of  the  cities  and 
villages.  It  seems  to  me  they  can  be  protected,  and  trespassing 
within  corporate  limits  can  be  prevented.  Whether  it  is  prac- 
ticable or  not  I  cannot  say,  but  it  seems  to  me  the  two  things 
should  be  separated.  Something  should  be  done,  as  the  commit- 
tee have  recommended  here,  to  prevent  this  great  slaughter  of 
life  as  a  result  of  trespassing. 

Mr.  HIGGINS,  of  Connecticut.  I  wish  to  express  my  approval 
of  the  report  which  has  been  presented,  and  also  of  the  thought 
expressed  by  the  gentleman  from  New  Hampshire  (Mr.  Niles) 
regarding  the  placing  of  signs  at  a  distance  from  the  highway 
crossing,  so  that  approaching  automobilists  may  be  warned  of 
the  location  of  crossings. 

There  is  one  other  thought,  however,  which  I  wish  to  call  to 
the  attention  of  this  convention,  which  I  have  not  heard  dis- 
cussed. At  nearly  all  crossings  today  where  there  is  partial  pro- 
tection by  a  crossing  tender,  a  white  flag  is  used;  in  our  State, 
we  have  complaints  that  a  white  flag,  especially  if  waived  by  the 
crossing  tender  in  a  beckoning  manner,  is  understood  to  be  an 
indication  of  safety,  and  we  have  recommended  to  the  railroad 
companies  and  municipalities  of  our  State  consideration  of  the 
question  as  to  a  possible  change  of  color  of  the  flag.  I  realize  that 
red  means  danger,  and  that  possibly  it  cannot  be  used  on  account 
of  its  interference  with  railroad  operations,  but,  I  do  believe,  that 
the  use  of  a  white  flag  should  be  regulated,  because  we  have  had 
cases  in  our  State  where  automobilists  claim  that  they  have  mis- 
interpreted the  signal  and  have  gone  on  a  crossing  when  they 
saw  a  white  flag  being  waived. 

The  PRESIDENT.  The  convention  is  now  to  vote  upon  the  adop- 
tion of  the  report  of  the  Committee  on  Grade  Crossings  and  Tres- 
passing upon  railroads. 

The  motion  was  agreed  to  and  the  report  was  adopted. 

Mr.  YATES,  of  Illinois.  Mr.  President,  I  should  like  to  have 
unanimous  consent  to  say  that  this  report  which  has  just  been 
adopted  suggests  that  the  governors  of  States  be  invited  to  be  ac- 
tive, and  that  that  suggestion  has  already  been  anticipated  by 
the  Governor  of  the  State  of  Illinois.  Governor  Dunne,  as  long 
ago  as  October,  1913,  held  a  conference  at  Springfield,  the  short- 
Tiand  report  of  which  covers,  I  should  say,  over  100  pages,  in 
which  he  laid  before  the  representatives  of  every  railroad  com- 
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pany  in  the  State  of  Illinois  the  question  of  the  separation  of 
grades,  and,  to  his  very  great  gratification  and  the  gratification 
of  his  Commission,  the  railroads  were  responsive,  and  expressed 
the  most  anxious  desire  to  do  everything  that  they  could  do  along 
that  line,  as  quickly  as  they  could,  realizing,  as  I  think  we  all 
realize,  that  this  matter  cannot  be  done  all  at  once.  I  would  like 
to  have  the  records  show  that  this  governor  of  ours  did  this  thing. 
I  think  Commissioner  Shaw  says,  there  are  nearly  18,000  grade 
crossings  in  Illinois  and,  inasmuch  as  Governor  Dunne  had  such 
success  in  starting  a  very  general  movement  over  Illinois  for  the 
elimination  of  these  crossings,  I  think  you  need  not  feel  at  all 
timid  in  asking  your  own  governors  to  carry  out  the  recommenda- 
tions of  this  report. 

One  other  thing.  Judge  Prentis  spoke  of  a  gentleman  who  de- 
sired to  address  the  convention  in  behalf  of  the  "safety  first" 
policy  of  some  railroad  company.  I  think  it  was  a  gentleman 
who  represents  the  New  York  Central  Lines. 

Mr.  PRENTIS,,  of  Virginia,  He  is  the  man.  I  simply  referred 
him  to  your  committee. 

Mr.  YATES,  of  Illinois.  This  gentleman  is  here.  Do  you  de- 
sire to  hear  him  in  regard  to  that. 

The  PRESIDENT.    What  is  the  pleasure  of  the  convention? 

Mr.  MALTBIE,,  of  New  York.  I  hope  I  appreciate  as  fully  as 
anyone  the  importance  of  safety,  but  there  are  a  number  of  other 
committees  to  report,  there  is  considerable  business  to  be  done  be- 
fore the  convention  closes,  and  it  seems  to  me  better  to  do  the 
work  we  must  do,  namely  consider  the  committee  reports,  and 
then,  if  possible,  give  an  opportunity  for  anyone  outside  the  con- 
vention to  speak.  We  have  a  rather  long  program  for  this  af- 
ternoon, I  understand,  and  there  are  other  reports  that  have  not 
been  disposed  of,  and  which  are  ready. 

Mr.  YATES,  of  Illinois.  Mr.  Dow,  representing  the  New  York 
Central  Lines,  acquiesces  in  the  suggestion,  and  would  like  to 
have  an  opportunity  to  address  the  convention,  to  state  what  his 
company  has  done  along  the  line  of  saving  life.  He  would  like 
to  be  heard  if  the  opportunity  offers. 

Mr.  MARSHALL,  of  Ohio.  As  Commissioner  Doty  said  here 
a  while  ago,  we  had  the  pleasure  a  few  weeks  ago  of  hearing  from 
the  gentleman  who  is  now  desirous  of  addressing  this  body,  and 
I  want  to  assure  this  convention  that  there  is  no  one  more  pleas- 
ing to  listen  to  or  who  is  an  abler  exponent  of  the  "safety  first" 
idea,  and,  I  think,  while  we  are  on  this  subject  we  can  well  af- 
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ford  to  accord  him  half  an  hour  from  the  time  of  this  great  body 
that  is  endeavoring  to  put  safety  first  in  railroad  operations 
throughout  the  United  States. 

Mr.  YATES,  of  Illinois.    Five  minutes  are  all  he  desires. 

Mr.  MARSHALL,  of  Ohio.  He  is  worth  listening  to  for  a  longer 
time  than  that. 

Mr.  BURR,  of  Florida.    I  move  that  Mr.  Dow  be  heard. 

Mr.  MARSHALL,  of  Ohio.    I  second  the  motion. 

The  motion  was  agreed  to. 

The  PRESIDENT.  Mr.  Dow  will  please  come  forward  and  ad- 
dress the  convention. 

Mr.  M.  A.  Dow.  I  assure  you,  gentlemen,  that  I  do  not  want  to 
take  half  an  hour  of  your  time,  because  I  think  I  can  cover  one 
or  two  important  points  in  regard  to  this  crossing  and  trespass 
situation  in  a  very  short  period  of  time.  I  was  invited  by  a  mem- 
ber of  the  Ohio  Commission  to  come  here,  and  I  esteem  it  a  great 
honor  to  have  been  here  and  to  have  listened  to  this  very  interest- 
ing discussion  this  morning. 

I  am  of  the  firm  conviction,  gentlemen,  that  the  greatest  and 
most  powerful  accident  preventative  influence  lies  in  the  educa- 
tion of  the  masses.  I  want  to  tell  you  just  one  little  incident  in 
regard  to  this  grade  crossing  situation.  In  the  first  place,  it  is 
my  firm  opinion  that  the  majority  of  these  accidents  to  travelers 
on  the  highway  at  grade  crossings  can  be  prevented  by  the  exer- 
cise of  ordinary  care  on  the  part  of  the  traveler  on  the  highway, 
regardless  of  whatever  faults  there  may  have  been  on  the  part 
of  railroad  companies  or  their  employees.  Please  do  not  mis- 
understand me,  for  I  do  not  want  to  convey  the  impression  that 
I  am  here  to  excuse  or  condone  the  faults  either  of  omission  or 
commission  on  the  part  of  railroads,  which  may  have  contributed 
to  some  of  these  accidents,  but  I  want  to  impress  on  you  that 
ordinary  care  on  the  part  of  the  traveler  will,  in  most  cases,  pre- 
vent these  accidents. 

In  order  to  determine  the  degree  of  care  with  which  the  aver- 
fige  person  approaches  a  place  of  danger  I  recently  caused  an 
investigation  to  be  made.  I  had  a  careful  checking  of  every  per- 
son either  on  foot  or  in  a  vehicle  who  passed  certain  important 
crossings  at  widely  separated  points,  between  seven  o'clock  in  the 
morning  and  seven  o'clock  in  the  evening,  and  out  of  a  total  of 
7,779  persons  who  crossed  the  tracks  there  were  just  359  who  took 
the  precaution  to  look  both  ways  before  crossing  the  track.  As- 
suming that  these  tests  fairly  indicate  the  habits  of  persons  gen- 
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erally  throughout  the  country,  there  are  less  than  5  per  cent,  of 
them  who  use  all  the  care  and  caution  in  daily  practice  that 
should  be  used. 

One  of  these  crossings  was  protected  by  a  watchman,  but,  I 
want  to  say  that  some  of  our  most  serious  accidents  have  oc- 
curred on  highway  crossings  which  were  protected  by  flagmen. 

Something  has  been  said  here  regarding  the  abolition  of  grade 
crossings.  That,  of  course,  is  the  final  solution  of  this  problem, 
but,  as  one  gentleman,  here  has  suggested,  regardless  of  what 
progressive  steps  we  take  in  the  abolition  of  these  crossings,  we 
are  still  going  to  have  grade  crossing  for  a  long  time  to  come,  be- 
cause it  is  a  tremendous  undertaking  to  abolish  them,  and  I  want 
to  impress  upon  you  the  necessity  of  educating  the  public  to  stop, 
look,  listen  and  think. 

In  regard  to  this  trespass  proposition,  which  is  a  most  import- 
ant one,  you  all  know  that  there  are  more  than  5,000  trespassers 
killed  on  the  railroads  of  this  country  every  year,  and  that  of 
the  total  number  of  fatal  accidents  on  railroads,  including  all 
persons,  more  than  haJf  of  those  killed  are  these  trespassers. 

A  Member.  Do  you  know  how  many  are  killed  in  the  cities 
and  how  many  in  the  country? 

Mr.  Dow.  We  are  unable  to  give  those  figures  yet.  The  As- 
sociation of  Railway  Claim  Agents  recently  got  together  and 
started  in  to  compile  statistics  which  will  include  information 
of  that  kind  for  the  past  year,  but  those  figures  have  not  yet 
been  gotten  into  shape.  We  expect  to  have  them  in  a  few  months' 
time. 

In  regard  to  this  trespass  proposition  on  the  New  York  Cen- 
tral Lines,  we  recently  took  the  cases  of  1,000  fatal  injuries  to 
trespassers  and  examined  the  reports  in  those  cases,  and  we 
found  that  75  per  cent,  of  them  were  citizens  living  in  the  vicinity 
of  where  the  accident  occurred,  and  were  not  tramps  or  hoboes. 
I  think  that  bears  out  the  statement  contained  in  the  report  of 
this  committee,  that  the  majority  of  these  persons  are  of  the 
wage-earning  class,  valuable  citizens  to  the  community.  Now, 
we  should  have  a  definite  law  prohibiting  trespassing  upon  rail- 
roads and  making  it  a  punishable  offense,  but,  I  will  say  to  you 
frankly,  such  a  law  in  itself  alone  will  not  prevent  trespassing 
nor  trespassing  accidents,  any  more  than  would  a  law  which 
would  require  a  person  to  stop,  look  and  listen  on  a  .highway 
crossing  prevent  crossing  accidents. 

Mr.  ATKINSON,  of  Missouri.    Have  you  made  any  study  of  the 
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effect   of  laws   against  trespassing  in   the   States   which,   have 
adopted  such  laws? 

Mr.  Dow.     Yes,  and  I  think  I  will  reach  that  point  in  a  mo- 
ment.   As  I  was  saying,  such  a  law  in  itself  alone  will  not  pre- 
vent these  accidents,  but  these  preventive  laws  must  be  reenforced 
by  systematic,  thorough  and  persistent  means  to  convince  all 
persons  of  the  justice  of  these  laws,  that  they  were  framed  for 
their  own  protection  and  to  save  human  life,  and  not  for  the  mere 
purpose  of  guarding  the  railroad  property  against  unlawful  in- 
trusion.   That  is  the  proposition.    In  fact,  I  believe  this  system- 
atic education  has  been  suggested  here.     There  should  be  a  sys- 
tematic, thorough  training  of  school  children  in  safety,  teach- 
ing them  dangers  that  they  must  avoid,  and  inculcating  to  them 
habits  of  carefulness  that  will  serve  them  throughout  all  the 
years  of  their  lives.    There  are  many  accidents  to  persons  of  ma- 
ture years  that  are  caused  by  a  spirit  of  thoughtlessness  and  care- 
lessness that  is  bred  from  childhood,  allowed  to  go  on  and  be- 
come a  habit,  which  reaps  its  annual  harvest  of  killed  and  in- 
jured in  a  wholly  unnecessary  number.     It  is  work  along  this 
line  of  education  that  is  attempted,  and  work  of  this  kind  must 
be  constructive  in  character  and  aimed  at  a  definite  purpose.  We 
cannot  simply  shout  the  slogan  "safety  first/'  and  expect  to  get 
results.    We  must  work  persistently  and  thoroughly  along  clear- 
ly defined  lines,  and  point  out  what  is  unsafe,  what  causes  ac- 
cidents, and  what  must  be  done  to  prevent  them.    If  there  is  any 
doubt  in  your  minds  as  to  the  efficacy  of  such  a  measure,  of 
definite  legislation  and  thorough  and  systematic  education  of 
the  public,  I  want  to  say  this  in  regard  to  the  work  we  have  done 
on  the  New  York  Central  Lines.     In  New  York  State  we  have 
a  definite  law  prohibiting  trespassing  on  railroads  and  making 
it  a  punishable  offense.    We  have  found  it  very  hard  to  get  con- 
victions under  that  law,  but  we  employed  a  special  man  who 
started  in  at  one  end  of  the  road  and  went  up  the  entire  line, 
from  New  York  to  Buffalo,  taking  six  months  to  do  it.    He  called 
upon  every  judge  of  a  court  having  jurisdiction  in  those  cases, 
pointed  out  to  him  the  great  danger  of  trespassing  on  railroads, 
gave  him  figures  as  to  the  number  of  persons  killed  and  injured, 
pointed  out  to  him  the  class  of  persons  killed  and  injured,  that 
they  were  not  tramps  or  hoboes,  and  solicited  the  cooperation  of 
these  judges  in  the  enforcement  of  this  law.    We  called  upon  the 
newspapers  in  every  State  through  which  our  lines  run,  not  only 
in  New  York  where  we  have  this  law,  but  in  all  other  States 
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through  which  we  run,  and  we  have  solicited  their  cooperation  in 
giving  wide  publicity  to  our  campaign.  We  have  stenciled  the 
words  "Do  not  walk  upon  the  tracks"  along  the  entire  line  from 
New  York  to  Buffalo,  on  bridge  abutments,  telegraph  poles  and 
other  conspicuous  places.  We  put  up  very  large  posters  quot- 
ing the  New  York  lawT  in  various  languages,  using  the  language 
predominating  in  certain  communities.  Other  warning  notices 
were  sent  out.  Circulars  were  sent  to  school  superintendents, 
asking  their  cooperation.  One  of  our  safety  'agents  personally 
visited  the  heads  of  all  manufacturing  plants,  gave  talks  to  em- 
ployees, and  through  the  heads  of  those  plants  had  notices  posted 
in  the  plants  warning  employees  against  the  danger  of  trespass- 
ing, and  pointing  out  to  them  the  great  number  of  persons  killed 
and  injured  annually  on  the  railroads. 

Because  we  have  done  all  these  things  in  a  systematic,  thor- 
ough and  persistent  manner,  thereby  educating  the  public  against 
the  dangers  of  trespassing  and  pointing  out  to  them  why  this 
law.  was  enacted,  because  it  was  for  their  own  protection,  there 
were  on  the  New  York  Central  Lines  on  our  four  principal  roads 
during  the  year  ending  June  30,  1914,  as  compared  with  the 
previous  fiscal  year,  109  fewer  trespassers  killed  and  88  fewer 
trespassers  injured.  I  think,  gentlemen,  that  answers  your  ques- 
tion as  to  the  adequacy  and  efficiency  of  such  a  law  if  it  is  fol- 
lowed up  by  persistent  education  of  the  public  in  general ;  but  the 
law  in  itself  will  not  be  of  any  effect,  as  I  have  said  before,  with- 
out such  wide-spread  education,  I  am  sure. 

Mr.  SPINNING,  of  Washington.  What  suggestion  have  you 
relative  to  signs  at  crossings? 

Mr.  Dow.  I  think  the  suggestion  Avhich  has  been  made  here  of 
a  sign  located  at  some  distance  from  the  crossing,  is  a  very  good 
idea.  We  have  not  adopted  that  on  the  New  York  Central  Lines 
as  yet.  I  will  say  that  I  do  not  believe  a  crossing  sign  of  that 
character  would  be  of  value  unless  it  were  adopted  uniformly  in 
all  the  States,  and  that  is  one  of  the  things  that  I  think  we  must 
look  out  for  in  the  enactment  of  any  laws  or  the  taking  of  any 
preventive  measures  affecting  travelers  on  the  highway,  because 
there  is  so  much  automobile  travel  now  that  is  interstate,  that  a 
person  may  be  familiar  with  the  customs  and  laws  in  one  State 
or  county,  and  go  into  another  State  and  find  that  there  is  some- 
thing entirely  different,  and  become  confused  and  more  harm 
than  good  might  result.  I  think  that  is  a  very  important  matter 
in  regard  to  this  safety  proposition.  (Applause.) 
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Mr.  PRENTIS,  of  Virginia.  I  move  that  the  thanks  of  this  asso- 
ciation be  tendered  to  Mr.  Dow  for  his  very  entertaining  and  in- 
structive speech. 

The  motion  was  seconded  and  agreed  to. 

PUBLICATION  OF  STATE  DECISIONS. 

Mr.  PRENTIS,  of  Virginia.  The  Executive  Committee  has  had 
communications  from  at  least  three  publishing  houses,  to  the 
effect  that  they  are  anxious  to  publish  the  decisions  of  the  State 
commissions,  and  to  furnish  in  that  connection  advance  sheets, 
somewhat  on  the  same  plan  that  the  West  Publishing  Company 
furnishes  advance  sheets  of  the  decisions  of  the  appellate  courts 
of  all  the  States.  I  have  the  propositions  here,  under  the  gen- 
eral understanding  that,  if  the  commissions  co-operate  to  furnish 
the  decisions  promptly,  each  commission  will  be  furnished  with 
these  advance  sheets,  and  with  the  bound  volumes  of  the  reports 
as  they  are  issued,  without  charge  to  the  State  commissions. 
The  Executive  Committee,  following  that  up,  has  directed  me  to 
report  the  following  resolution: 

The  Executive  Committee  reports  the  following  resolution: 

Eesolved:  1.  That  the  subject  of  the  early  and  regular  col- 
lection and  publication  in  full  of  decisions  and  orders  of  State 
Commissions,  represented  in  the  membership  of  the  Association 
by  a  proper  and  responsible  agency,  be,  and  is  hereby,  referred 
to  a  special  committee  of  five  to  be  appointed  by  the  President, 
the  object  being  that  the  decisions  and  orders  of  all  such  Com- 
missions shall  be  brought  together  as  published  reports,  in  law 
reports  form,  with  head-notes  and  proper  indexing,  in  order  that 
Commissions,  Attorneys,  and  the  general  public  shall  have  con- 
venient access  to  such  compiled  case  authorities. 

2.  That  such  Committee  shall  have  authority  to  inquire  into  the 
feasibility  commercially  of  such  publication,  to  confer  with  apply- 
ing publishing  agencies,  to  agree  with  such  agency  as  appears 
best  prepared  to  afford  the  most  complete  service  on  advantageous 
terms,  and  generally  to  have  charge  of  organizing  the  system 
required  for  the  successful  collection  and  publication  of  such 
reports. 

3.  That  such  Committee  shall  be  appointed  immediately  in 
order  that  the  Committee  may  have  needed  opportunity  to  confer 
with  members  of  the  Commissions  in  attendance  at  this  session, 


PROCEEDINGS   OF  THE    CONVENTION.  115 

and  with  representatives  of  publishing  agencies,  who  are  also 
present. 

ROBERT  R.  PRENTIS,  Chairman. 

M.  S.  DECKER, 

L.  B.  FINN, 

W.  H.  CONNOLLY, 

O.  H.  HUGHES. 


Mr.  PRENTIS,  of  Virginia.  Of  course,  this  matter  will  not  be  a 
success  unless  there  is  the  fullest  cooperation  on  the  part  of  each 
of  the  State  commissions.  I  move  the  adoption  of  the  resolution. 

The  motion  was  seconded. 

The  PRESIDENT.  Gentlemen,  you  have  heard  the  resolution 
presented  by  Judge  Prentis,  Chairman  of  the  Executive  Commit- 
tee. 

Mr.  THOMPSON,,  of  Illinois.    How  is  the  expense  to  be  met? 

Mr.  PRENTIS,  of  Virginia.  The  publishing  agency  furnishes 
these  reports  free  of  charge  to  each  commission. 

Mr.  THOMPSON,,  of  Illinois.  How  many  copies  to  each  commis- 
sion? 

Mr.  PRENTIS,  of  Virginia.  I  think  it  contemplates  only  one 
copy  to  each  commission,  possibly  one  copy  to  each  commissioner. 
The  only  obligation  there  will  be  upon  the  commissioners  or  the 
commission,  is  to  furnish  the  matter  promptly. 

The  PRESIDENT.  The  motion  has  been  made  and  seconded  to 
adopt  the  resolution. 

The  resolution  was  agreed  to. 

ORDER  OF  BUSINESS. 

The  PRESIDENT.  Next  in  order  is  the  report  of  the  Committee 
on  the  Powers,  Duties  and  Work  of  Railway  Commissioners.  Is 
that  committee  now  ready  to  report? 

Mr.  TAYLOR,  of  Louisiana.  Mr.  Chairman,  if  that  committee 
is  not  ready  to  report,  I  would  like  to  offer  a  motion  to  reconsider 
the  motion  that  was  passed  yesterday  making  the  report  of  the 
Committee  on  Amendment  of  the  Act  to  Regulate  Commerce  a 
special  order  for  Thursday.  I  would  like  to  ask  if  we  could  not  re- 
•  consider  that  motion  and  make  it  a  special  order  for  this  after- 
noon, immediately  after  the  election  of  officers?  There  are  two 
or  three  reports  that  have  gone  over  until  Thursday,  and  many  of 
-the  commissioners  will  be  compelled  to  go  out  of  the  city  by  to- 
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night  or  tomorrow,  and,  it  seems  to  me,  it  would  be  well  to  take 
it  up  this  afternoon.  So,  I  make  the  motion  to  reconsider  the 
motion  made  by  Mr.  Thome,  making  it  a  special  order  for  Thurs- 
day. 

The  PRESIDENT.  For  your  information,  we  have  a  special  order 
set  for  this  afternoon.  At  two  o'clock  the  Committee  on  Kail- 
road  Taxes  and  Plans  for  Ascertaining  Fair  Value  of  Railroad 
Property,  and  also  the  Committee  on  Valuation,  have  been  di- 
rected to  report,  so  your  suggestion  is  impossible. 

Mr.  TAYLOR,  of  Louisiana.    Could  we  not  make  it  four  o'clock? 

The  PRESIDENT.  I  doubt  if  you  could  accomplish  anything  by 
it,  because  these  committees  will  not  conclude  the  consideration 
of  their  reports  in  two  hours.  I  just  mention  that  to  you  so  as 
to  show  the  impossibility  of  the  proposition. 

Mr.  TAYLOR,  of  Louisiana.  This  is  a  most  important  matter, 
and  a  number  of  members  will  have  to  go  out  of  the  city  by  to- 
morrow, and  I  think  probably  the  convention  would  prefer  to 
take  it  up;  but,  if  the  docket  is  crowded,  perhaps  it  cannot  be 
done. 

The  PRESIDENT.    The  matter  is  before  the  convention. 

Mr.  ESHLEMAN,  of  California.  I  call  the  attention  of  the  con- 
vention to  the  fact  that  Judge  Prouty  is  to  address  the  conven- 
tion at  two  o'clock  this  afternoon. 

The  PRESIDENT.    Yes,  that  is  true 

Mr.  ESHLEMAN,  of  California,  And,  the  election  of  officers  is 
set  for  three  o'clock  this  afternoon.  It  will  be  utterly  impossible 
to  finish  the  consideration  of  Mr.  Maltbie's  report  and  my  report 
and  these  other  matters  this  afternoon,  and,  while  I  am  entirely 
willing  to  do  whatever  the  convention  desires,  I  believe  we  will 
want  to  discuss  these  valuation  reports  tomorrow  morning.  I 
made  the  suggestion  as  to  the  time  at  the  request  of  Judge  Prouty, 
and  of  the  Executive  Committee,  and  I  assure  the  gentleman  that 
there  is  no  desire  on  my  part  to  interfere  with  his  report ;  but,  I 
do  not  see  how  it  is  physically  possible  now  unless  we  have  a 
night  session. 

Mr.  TAYLOR,  of  Louisiana.  I  will  withdraw  the  motion. 

The  PRESIDENT.  The  motion  is  withdrawn.  Is  there  a  mem- 
ber of  the  Committee  on  Powers,  Duties  and  Work  of  Railway 
Commissioners  present,  who  will  make  a  report  upon  that  sub- 
ject? If  not,  we  will  pass  that.  The  Committee  on  Rates  and 
Rate  Making  is  next. 

The  SECRETARY.    That  has  been  passed,  to  come  up  on  Thurs- 
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day.  The  Chairman  of  that  committee  wrote  me  that  he  could 
not  be  here  until  Thursday. 

The  PRESIDENT.  The  report  of  the  Committee  on  Kailway  Cap- 
italization is  next  in  order. 

Mr.  HALL,  of  Nebraska.  Mr.  President,  so  far,  I  have  been 
able  to  find  only  one  other  member  of  that  committee.  Mr. 
Koemer,  the  Chairman  of  that  committee,  is  not  present.  Mr. 
Barker,  of  Massachusetts,  and  myself  are  the  only  members  that 
I  know  of  who  are  present.  We  request  that  we  may  have  until 
Thursday  to  make  some  report  or  recommendation  upon  the  bill 
that  is  being  proposed  in  Congress  affecting  capitalization.  Out- 
side of  that,  I  think  the  committee  is  not  prepared  to  report. 

The  PRESIDENT.  It  seems  there  is  no  objection  to  your  request. 
Next  in  order  is  the  Committee  on  Safety  Appliances. 

The  SECRETARY.  (After  a  pause.)  Evidently,  there  is  no  re- 
port ready. 

REPORT  OF  THE  COMMITTEE  ON  STATISTICS  AND  ACCOUNTS. 

The  PRESIDENT.  The  next  report  is  that  of  the  Committee  on 
Statistics  and  Accounts. 

W.  J.  MEYERS,  of  the  Interstate  Commerce  Commission.  Mr. 
President,  the  Chairman  of  this  committee,  Hon.  B.  H.  Meyer,  of 
the  Interstate  Commerce  Commission,  is  holding  a  hearing  this 
morning,  and  he  has  asked  me  to  present  the  following  report : 

In  pursuance  of  a  resolution  adopted  at  the  last  annual  meet- 
ing of  the  association,  the  executive  committee  of  the  association 
provided  for  four  subcommittees  of  the  committee  on  statistics 
and  accounts,  and  in  due  course  various  gentlemen  were  appoint- 
ed to  serve  on  those  subcommittees.  Owing  to  changes  in  rela- 
tionship to  various  commissions,  the  membership  of  these  sub- 
committees has  changed  somewhat  during  the  year,  and  the  sub- 
committees are  now  constituted  as  follows : 

Terminals:  Lorenz,  M.  O.,   (I.  C.  C.),  Chairman. 
Detrick,  Chas,  B.,  (Calif.). 
Hasbrouck,  Henry  C.,  (N.  Y.,  2d  district). 
Sturgis,  C.  I.,  (Assn.  Am.  Ry.  Acctg.  Officers). 

'Traffic:         Jacobson,  M.  L.,  (I.  C.  C.),  Chairman. 
Worthen,  Thos.  W.  D.,   (N.  H.). 
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Traffic:         Payne,  J.  L.,  (Canada). 

Robinson,  L.  A.   (Assn.  Am.  Ry.  Acctg.  Officers). 
Powell,  U.  G.,  (Neb.). 
Calderhead,  O.  O.,  (Wash.). 
Williams,  J.  G.,  (D.  C.). 
Jones,  J.  M.,  (I.  C.  C.). 

Analysis   of  Lorenz,  M.  O.,  (I.  C.  C.),  Chairman. 

Operating  Robinson,     L.     A.,      (Assn.     Am.      Ry.      Acctg. 
Expenses  Officers), 

by  Class  Schreiber,  C.  E.,  (Wis.). 

of  service  Detrick,  Chas.  R.,  (Calif.). 

Analysis   of     Yapp,  Thos.   (Minn.),  Chairman. 

Operating     Mayer,  L.  S.,  (Okla.). 
Expenses  and  Hanna,  E.  H.,  (Ohio). 

Revenues  by    Sturgis,  C.  I.,  (Assn.  of  Am.  Ry.  Acctg.  Officers). 
States  Lyon,  Henry  S.,  (N.  J.). 

The  functions  of  these  sub-committees  are  sufficiently  indicated 
by  their  titles.  The  subcommittee  on  Analysis  of  Operating  Ex- 
penses by  Class  of  Service,  has  submitted  its  final  report,  which 
is  attached  as  an  appendix  to  this  report.  We  concur  in  the 
recommendation  made  by  this  subcommittee  that  it  be  discharg- 
ed1 from  further  consideration  of  the  matters  submitted  to  it. 
As  none  of  the  others  has  yet  reached  any  final  conclusions  re- 
garding the  matters  assigned  to  it,  it  is  recommended  that  they 
be  continued  for  another  year. 

During  the  past  year  a  considerable  amount  of  work  bearing 
on  statistics  and  accounts  of  common  carriers  and  other  public 
service  corporations  has  been  brought  to  a  conclusion.  Most  of 
this  work  has  been  in  the  Interstate  Commerce  Commission ;  of 
that  done  in  the  State  Commissions  the  following  is  noted : 

The  Nebraska  Commission  has  completed  an  extended  analy- 
sis of  the  operating  expenses  of  carriers  by  railway  with  respect 
to  intrastate  freight  and  passenger  traffic.  This  was  made  for 
use  in  developing  a  scheme  of  intrastate  freight  and  passenger 
rates  which  has  been  embodied  in  an  order  issued  by  that  Com- 
mission. That  Commission  has  also  given  considerable  studv  to 
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the  subject  of  depreciation  of  telephone  plant  and  equipment, 
and  to  the  matter  of  depreciation  of  street  and  interurban  elec- 
tric railway  plant  and  equipment.  It  has  also  made  numerous 
studies  in  connection  with  the  cost  of  terminal  service  on  steam 
railways. 

The  Oregon  Commission  has  adopted  a  uniform  classification 
of  accounts  for  Electric,  Gas  and  Water  Utilities. 

The  Kew  Hampshire  Commission  has  adopted  a  uniform  clas- 
sification of  accounts  for  Electric  Utilities. 

Of  the  work  done  in  the  Interstate  Commerce  Commission 
the  following  may  be  noted:  Effective  July  1,  1914,  revised  ac- 
counting orders  were  adopted  governing  accounting  for  operat- 
ing revenues,  operating  expenses,  investment  in  road  and  equip- 
ment, balance  sheet,  income,  and  profit  and  loss  accounts  of 
steam  railways;  also  accounting  for  train  miles,  locomotive 
miles,  and  car  miles  of  such  railways.  The  forms  used  in  receiv- 
ing monthly  reports  of  revenues  and  expenses  of  such  railways 
have  been  revised  in  accordance  with  the  revised  accounting  or- 
ders. The  revision  of  the  form  for  annual  reports  of  large  rail- 
ways has  been  substantially  completed,  but  has  not  yet  (Octo- 
ber 1)  been  formally  adopted/  This  revised  form  is  not  only 
made  to  conform  to  the  revised  accounting  orders,  but  it  also 
provides  for  greater  detail  and  more  ample  information  than 
was  obtained  through  the  old  form.  In  connection  with  the  two 
matters  specially  considered  in  the  hearing  held  by  the  Inter- 
state Cammerce  Commission  on  October  27,  1913,  considerable 
progress  has  been  made  during  the  past  year.  The  matter  of 
analysis  of  operating  expenses  with  regard  to  class  of  service 
has  been  further  considered  by  the  Commission  and  as  of  June 
13,  1914,  it  announced  its  determination  to  require  carriers  by 
steam  railway  having  operating  revenues  in  excess  of  $1,000,000 
per  annum  "to  separate  operating  expenses  for  each  account  as 
follows : 

1.  Expenses  directly  assigned  to  freight  service, 

2.  Expenses    directly    assigned    to    passenger   and    allied 

services, 

3.  Expenses  apportioned  to  freight  service  on  prescribed 

bases, 

4.  Expenses  apportioned  to  passenger  and  allied  services 
on  prescribed  bases. 

No  operating  expenses  *  *  *  to  be  left  unapportioned." 
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The  matter  of  annual  returns  regarding  railway  employes  and 
their  compensation  was  considered  in  later  conferences,  and 
finally  a  joint  committee  recommended  a  considerably  amplified 
list  of  classes  of  employes  to  serve  as  a  basis  for  such  returns. 
This  has  been  incorporated  with  slight  modification  in  the  ten- 
tative draft  of  the  revised  form  of  annual  report,  and  it  is  ex- 
pected that  a  detailed  classification  of  railway  employes  will  be 
worked  out  during  the  current  year  by  the  joint  efforts  of  rep- 
resentatives of  the  Commission  and  of  the  carriers,  which  when 
adopted  will  result  in  making  returns  regarding  employes  and 
their  compensation  as  accurate  and  reliable  as  are  those  of 
revenues,  expenses,  and  other  financial  matters. 

The  Interstate  Commerce  Commission  has  also  adopted,  ef- 
fective on  July  1,  1914,  revised  accounting  orders  covering  the 
entire  field  of  accounts  of  electric  railways  and  of  express  com- 
panies, and  effective  as  of  January  1,  1914,  a  uniform  system  of 
accounts  for  telegraph  and  cable  companies. 

The  general  purpose  underlying  the  formulation  of  the  ac- 
counting orders  adopted  by  the  Interstate  Commerce  Commis- 
sion during  the  past  year  has  been  to  procure  for  the  Commis- 
sion through  the  medium  of  annual  and  other  reports  based  on 
the  accounts  covered1  by  the  orders  more  detailed  information 
regarding  the  investments  and  the  operations  of  the  carriers, 
and  at  the  same  time  so  improve  the  bases  of  the  classifications 
as  to  make  the  rules  less  liable  to  misinterpretation,  and  the 
resulting  figures  thus  more  reliable.  The  greater  detail  is  par- 
ticularly noticeable  in  the  operating  expense  classifications 
prescribed  for  the  use  of  carriers  by  steam  railways. 

Your  committee  believes  that  the  various  accounting  orders 
of  the  Interstate  Commerce  Commission  are  well  adapted  to  the 
needs  of  the  State  Commissions  and  it  therefore  recommends 
that  the  State  Commissions  adopt  them  completely.  Such  adop- 
tion will  secure  a  uniformity  in  accounting  not  otherwise  prac- 
ticable, and  will  permit  the  accumulation  of  a  body  of  statistics 
which  will  become  increasingly  valuable  as  the  period  of  years 
covered  becomes  greater.  Any  other  course  will  not  only  serve 
to  accumulate  figures  much  less  comparable,  but  will  also  add 
materially  to  the  already  great  burden  of  accounting  expense  of 
the  carriers.  It  must  never  be  forgotten  that  the  dollars  spent 
for  unnecessary  accounting  are  dollars  wasted. 

We  also  recommend  that  the  committee  on  statistics  and  ac- 
counts for  the  ensuing  year  be  instructed  to  revise  the  State 
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forms  for  annual  reports  of  steam  railway  companies  to  con- 
form as  closely  as  practicable  to  the  revised  form  of  annual  re- 
port to  be  adopted  by  the  Interstate  Commerce  Commission.  If 
the  State  form  be  made  substantially  identical  with  that  used 
by  the  Interstate  Commerce  Commission,  and  if  necessary  ad- 
ditional matters  be  incorporated  in  a  supplement  or  an  appen- 
dix, the  preparation  of  the  State  forms  by  the  carriers  will  be 
much  facilitated  and  they  can  be  filed  much  more  promptly.  We 
are  informed  that  the  Interstate  Commerce  Commission  expects 
to  be  able  to  furnish  carriers  with  annual  report  forms  prior  to 
June  1  of  each  year,  and  that  if  the  State  forms  can  be  made  to 
conform  to  the  interstate  form  and  copy  for  the  State  forms  can 
be  in  the  hands  of  that  Commission  by  January  1  next,  there  is 
no  reason  apparent  why  it  should  not  be  able  to  deliver  the  State 
forms  to  the  States  by  June  1.  This  is,  of  course,  on  the  as- 
sumption that  the  State  forms  are  uniform  for  the  several  States, 
and  that  no  unusual  congestion  occurs  in  the  government  print- 


ing office. 


B.  H.  MEYER,  Chairman. 
ROBERT  R.  PRENTIS. 
WILLIAM  J.  MEYERS. 

C.  I.  STURGIS. 
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APPENDIX. 

FINAL     REPORT     OF     THE     SUB-COMMITTEE     ON     OPERATING 
EXPENSES  BY  CLASSES  OF  SERVICE. 

To  Hon.  B.  H.  Meyer, 

Chairman,  Committee  No.  13, 
Statistics  aiid  Accounts, 

National  Association  of  Railway  Commissioners : 

The  sub-committee  on  operating  expenses  by  class  of  service 
respectfully  report  that  upon  the  publication  of  the  opinion  of 
the  Interstate  Commerce  Commission  entitled,  In  the  Matter  of 
the  Separation  of  Operating  Expenses  (30  I.  C.  C.,  G76),  which 
announces  the  intention  of  the  Interstate  Commerce  Commission 
to  require  the  separation  of  operating  expenses  between  pas- 
senger and  freight  services,  your  sub-committee  thought  it  inad- 
visable to  make  any  attempt  to  frame  a  formula  for  this  separ- 
ation. We  would  suggest  the  desirability  of  the  participation  by 
the  various  state  commissions  in  the  discussions  preceding  the 
adoption  of  a  freight-passenger  formula  by  the  Interstate  Com- 
merce Commission,  to  the  end  that  the  formula  when  adopted 
may  have  the  widest  possible  sanction. 

It  may  not  be  inopportune  at  this  time  to  summarize  the  ac- 
tion heretofore  taken  by  the  National  Association  of  Railway 
Commissioners  on  this  subject  and  to  show  that  new  conditions 
make  the  old  conclusions  invalid  at  the  present  time. 

It  appears  that  the  committee  on  this  subject  was  originally 
appointed  by  the  National  Association  in  1890.  It  met  with 
representatives  of  the  Association  of  American  Railway  Account- 
ing Officers  and  the  Statistician  of  the  Interstate  Commerce 
Commission  twice  in  1892.  At  the  fourth  annual  convention 
(1892)  a  report  was  made  in  which  it  was  stated  that  if  the  in- 
formation regarding  cost  of  freight  and  passenger  service  could 
be  obtained  with  substantial  correctness  it  would  be  valuable, 
but  that  no  universal  rule  will  yield  correct  results. 

There  was  an  active  discussion  of  this  report.  Mr.  H.  C. 
Adams  said  that  such  an  important  question  should  not  lie  forced 
Through,  and  he  recommended  that  the  question  be  postponed 
for  a  year.  He  said  that  there  was  at  that  time  no  clear  cut 
and  universally  accepted1  theory  of  what  is  a  reasonable  rate 
"but  if  there  be  any  shadow  of  such  a  theory,  it  is  that  rates  are 
in  some  way  attached  to  cost."  The  convention  finally  appoint- 
ed a  committee- of  seven  by  a  vote  of  21  to  14  to  reconsider  the 
matter.  This  committee  made  its  report  the  following  year  and 
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recommended  discontinuance  of  the  assignment  of  expenses  to 
freight  and  passenger  traffic  (report  of  fifth  annual  convention, 
1893,  page  41).  About  the  same  time  the  Interstate  Commerce 
Commission  discontinued  the  assignment  of  expenses  between 
passenger  and  freight  traffic  ( see  letter  of  the  Statistician  to  car- 
riers, dated  February  12,  1894). 

There  has  been  a  tremendous  development  in  railway  account- 
ing and  in  cost  accounting  in  general  in  the  past  twenty  years. 
In  1892  railway  operating  expenses  were  reported'  to  the  Com- 
mission in  46  primary  accounts;  to-day  we  have  11G  accounts 
and  in  the  near  future  there  will  be  over  200.  An  examination 
of  the  reports  made  by  the  railroads  in  1892  shows  that  the  ap- 
portionment as  actually  made  at  that  time  was  largely  on  a 
train-mile  basis.  The  result  was  useless  because,  while  the  train- 
mile  basis  may  be  the  logical  one  for  certain  accounts,  it  is  clear- 
ly inapplicable  to  important  transportation  accounts,  and  as 
nothing  better  was  in  sight,  we  cannot  be  surprised  that  the  ap- 
portionment was  abandoned  by  the  Interstate  and  State  Com- 
missions. Today  it  appears  to  many  persons  that  many  of  the 
expenses  can  be  separated  on  reasonably  satisfactory  bases.  The 
items  in  dispute,  however,  are  many  of  the  same  character  as 
those  to  which  a  train-mile  basis  was  inapplicable  and  in  regard 
to  which  there  is  still  much  disagreement  as  to  the  appropriate 
unit  of  service  to  be  applied  in  making  a  separation. 

There  also  has  been  continued  interest  in  this  subject  as  man- 
ifested by  the  records  of  this  Association.  In  the  report  for  1892, 
Mr.  H.  M.  Putney,  of  NCAV  Hampshire,  said :  "It  doesn't  amount 
to  anything  to  us  when  trying  to  fix  a  fair  coal  rate  from  the 
seaboard  to  our  interior  towns  to  know  that  the  average  cost  of 
hauling  all  freight,  including  coal,  baby  carriages,  benzine,  silk, 
and  everything  else,  is  a  cent  per  ton-mile."  Contrast  with  this 
the  paper  by  Mr.  Erickson,  of  Wisconsin,  in  the  Proceedings  of 
the  National  Association  for  1910,  page  186,  "where  a  method  is 
outlined  which  is  designed  to  distinguish  the  cost  of  carrying 
baby  carriages  and  coal.  This  association,  however,  has  npt  en- 
dorsed any  of  the  cost  accounting  schemes  presented  to  it. 
Kespectfully  submitted, 

M.  ,O.  Lorenz 
C.  E.  Schreiber 
.      C.  R.  Detrick 

(Mr.  L.  A.  Robinson  has  not  signed 
this  report.) 

October  16,  1914. 
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Mr.  ATKINSON,  of  Missouri.  Mr.  President,  in  order  to  get  this 
report  before  the  Association  I  move  that  it  be  accepted,  received 
and  printed. 

The  PRESIDENT.    Is  there  a  second  to  the  motion? 

The  motion  was  seconded. 

The  PRESIDENT.    The  report  is  now  ready  for  discussion. 

Mr.  MALTBIE,  of  New  York.  Mr.  President,  may  I  ask  to  have 
the  precise  wording  of  that  motion.  Is  it  that  the  report  be  re- 
ceived and  printed? 

The  PRESIDENT.    Yes.    You  may  amend  it  if  you  desire. 

Mr.  MALTBIE,  of  New  Yrork.  I  do  not  wish  to  amend  it.  That 
is  the  precise  form  in  which  I  wish  to  have  it  appear.  If  it  is 
to  be  adopted  I  should  like  to  speak  against  the  motion,  but  I 
"wish  to  point  out  why  I  am  in  favor  of  the  motion  in  the  precise 
form  in  which  the  President  has  stated  it. 

Mr.  YATES,  of  Illinois.  You  are  endorsing  without  recourse, 
are  you? 

Mr.  MALTBIE,  of  New  York.  Something  of  that  sort.  Near  the 
top  of  page  4  (advance  print  of  Committee  Report)  is  the  sub- 
stance of  the  report,  so  far  as  it  affects  our  commitment  to  it.  It 
says : 

"Your  committee  believes  that  the  various  accounting  orders  of  the  Interstate 
Commerce  Commission  are  well  adapted  to  the  needs  of  the  State  commissions, 
and  it  therefore  recommends  that  the  State  Commissions  adopt  them  completely." 

That  carries  with  it,  if  we  adopt  the  report  instead  of  merely 
accepting  it  or  receiving  it  and  printing  it,  a  commitment  of  the 
Association  to  the  various  features  of  this  report,  and  there  is 
one  feature  which  is  referred  to  in  the  report  of  the  Committee 
•on  Valuation,  on  page  15  and  the  top  of  page  16  (advance 
print),  which  would  bring  a  direct  conflict  between  the  adop- 
tion of  this  report  and  the  adoption  of  the  report  of  the  Com- 
mittee on  Valuation.  And  lest  we  trespass  upon  what  is  coming 
this  afternoon,  I  merely  wish  to  point  out  at  this  time  that  the 
report  of  our  committee  to  be  taken  up  this  afternoon  is  directly 
against  one  feature  in  the  accounting  provision ;  that  feature  be1 
ing  that  where  private  persons  give  property  to  a  railroad  cor- 
poration hereafter  the  railroad  corporation,  may  put  that  prop- 
erty in  its  assets,  not  at  cost,  but  at  an  estimated  value  which  the 
railroad  corporation  makes  for  itself,  and  correspondingly  show 
an  estimated  amount  in  profit  and  loss  account. 

A  Member.    In  surplus  account. 

Mr.  MALTBIE,  of  New  York.    It  is  a  surplus  account,  but  it  is 
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a  profit  and  loss  account,  which  would  appear  as  a  surplus.  I 
for  one,  do  not  wish  to  see  that  principle  adopted ;  but  as  it  will 
come  up  this  afternoon  in  connection  with  the  other  report,  I  am 
in  favor  of  adopting  the  motion  as  it  is  made. 

Mr.  ESHLEMAN,  of  California,  I  heartily  agree  with  Mr.  Malt- 
bie.  We  have  also  taken  a  fall  out  of  this  feature  in  the  report 
of  the  other  valuation  committee,  and  we  pointed  out  there,  just 
as  Mr.  Maltbic  has  suggested,  that  this  permits  the  declaration 
of  dividends  out  of  a  surplus  which  is  built  up  in  this  way  and 
we  think  it  is  a  poor  method  of  accounting,  and  we  are  very  much 
opposed  to  it,  and  certainly  would  not  adopt  it  in  California ;  and 
we  make  the  suggestion  to  the  Interstate  Commerce  Commission 
in  the  report  that  will  be  made  this  afternoon  that  that  be  changed 
for  that  very  reason.  The  Southern  Pacific  Railway  Company 
was  actually  using  this  method  of  creating  a  surplus  for  the  pur- 
pose of  declaring  a  dividend. 

Mr.  ATKINSON,  of  Missouri.  I  think  I  can  simplify  the  mat- 
ter by  suggesting  that  the  accounting  officials  and  experts  of  the 
commission  would  like  to  give  their  views  this  afternoon  perhaps, 
in  explaining  the  other  reports,  as  to  why  they  suggest  the  ac- 
counts in  the  form  and  manner  in  which  they  do.  I  quite  agree 
with  Commissioner  Maltbie  and  also  with  Commissioner  Eshle- 
man  that  that  needs  a  good  deal  of  explanation  to  some  of  the 
State  Commissioners. 

The  PRESIDENT.  Is  there  any  further  discussion  of  this  report?" 
If  not,  the  convention  is  now  voting  upon  the  motion  to  receive 
the  report  and  have  it  printed. 

The  motion  was  agreed  to. 

PUBLICATION   OF   COMMISSION   DECISIONS. 

The  SECRETARY.  I  am  directed  to  announce  that  the  President 
has  appointed  the  following  members  of  the  special  committee 
created  by  the  resolution  proposed  by  the  Executive  committee 
and  passed  by  the  convention:  Messrs.  Becker  of  New  York, 
Prentas,  of  Virginia,  Thompson,  of  Illinois,  Elmquist,  of  Min- 
nesota, and  Connolly,  of  Washington,  D.  C.  (Mr.  Connolly  re- 
signed later  and  was  replaced  by  Mr.  L.  B.  Finn,  of  Kentucky.) 

ANNUAL  REPORT  FORMS. 

Mr.  MEYERS,  of  the  Interstate  Commerce  Commission.  Mr. 
President,  there  is  one  matter  that  it  seems  to  me  may  be  over- 
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looked,  and  I  wish  to  call  attention  to  it.  That  is  the  matter  of 
the  practical  importance  of  having  some  action  by  this  conven- 
tion with  regard  to  the  revision  of  the  annual  report  forms  sup- 
plied by  the  federal  government  to  the  States.  The  present  an- 
nual report  form  is  to  a  large  extent  inconsistent  with  the  re- 
vised accounting  forms  of  the  Interstate  Commerce  Commission. 
Several  States  are  required  by  statute  to  adopt  the  Interstate 
•Commerce  Commission  accounting  forms  so  far  as  applicable  to 
the  situations  in  their  States,  and,  unless  something  is  done  at 
this  time  to  bring  these  two  matters  into  harmony,  it  seems  to 
me  that  next  year  we  will  be  confronted  with  a  situation  where 
we  will  have  State  forms  on  one  basis  and  Interstate  forms  on 
another  basis,  which  will  result  in  a  great  deal  of  inconvenience 
and  delay  in  the  preparation  and  filing  of  reports,  and  possibly 
in  serious  consequences.  It  seems  to  me  this  commission  ought 
at  this  time  to  indicate  its  will  with  regard  to  the  matter  of  the 
State  forms  of  annual  reports,  which  are  supplied  to  the  various 
States  and  printed  in  the  Government  Printing  Office. 

The  PRESIDENT.  What  suggestion  do  you  wish  to  make,  to  ac- 
complish that  desired  purpose? 

Mr.  MEYERS,  of  the  Interstate  Commerce  Commission.  That 
the  Committee  on  Statistics  and  Accounts  for  next  year  be  re- 
quested to  revise  the  form  for  the  purpose  of  offering  it  to  the  In- 
terstate Commerce  Commission. 

The  motion  was  seconded. 

Mr.  ESHLEMAN,  of  California.  I  would  suggest  that  some  of 
us  would  offer  a  substitute  for  that,  if  it  is  a  motion,  and  sug- 
gest that  the  Committee  revise  the  Interstate  forms  to  conform 
to  the  State  forms,  because  we  do  not  agree  with  them  at  all. 

Mr.  MALTBIE,  of  New  York.  The  adoption  of  a  motion  of  that 
sort  will  bring  up  the  very  question  I  raised  a  moment  ago.  And 
while  I  am  on  my  feet  I  want  to  emphasize  the  fact  that  many  of 
the  State  laws  require  the  State  commissions,  so  far  as  practi- 
cable, to  conform  their  accounting  methods  and  report 
forms  to  those  of  the  Interstate  Commerce  Commission, 
so  far  as  railroads  are  concerned.  Now  the  adoption  of  that 
motion  will  mean  that  the  various  State  commissions  will  have 
to  have  the  same  forms  as  the  Interstate  Commerce  Commis- 
sion, and  of  course  those  forms  must  agree  with  the  system  of 
accounts.  You  cannot  have  a  system  of  accounts  in  ono  way  and 
forms  of  another;  and  if  you  provide  that  property  given  by  in- 
dividuals or  corporations  may  go  into  the  asset  account  at  its 
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estimated  value  and  not  at  its  cost,  as  prescribed  by  the  Interstate 
Commerce  Commission,  the  forms  must  call  for  the  same  thing. 
Without  wishing  to  criticise  the  Interstate  Commerce  Commis- 
sion any  more  than  is  justified  by  the  facts,  I  must  say  that  in 
view  of  the  provisions  in  the  State  laws  more  care  should  have 
been  taken  not  to  force  the  States  into  the  position  either  of  crit- 
icising the  system  of  accounts,  or  of  adopting  a  system  of  ac- 
counts, which  some  commissions  do  not  believe  in,  or  a  system 
which  violates  a  provision  of  the  State  laws  under  which  they  are 
working.  It  does  seem  to  me  that  there  ought  to  be  some  place, 
some  time,  where  the  State  commissions,  not  by  correspondence 
necessarily  and  not  looking  over  a  system  of  accounts  very 
hurriedly,  can  make  their  position  felt  on  these  matters ;  because 
if  some  of  us  are  right  upon  this  point,  the  Interstate  Commerce 
Commission  is  wrong;  and  yet  the  adoption,  either  directly  or 
indirectly,  of  the  Interstate  Commerce  Commission  system  will 
result  in  the  adoption  of  a  system  of  accounts  which  I  am  sure 
a  number  of  the  State  commissions  will  not  accept  unless  they  are 
absolutely  compelled  by  law  to  do  so. 

The  PRESIDENT.  Mr.  Maltbie,  is  it  your  idea  that,  at  the  con- 
clusion of  this  discussion  this  afternoon,  on  the  two  committee 
reports  which  are  made  the  special  orders  for  two  o'clock,  there 
will  be  matters  developed  which  will  elucidate  the  motion  made 
by  Mr.  Meyers? 

Mr.  MALTBIE,,  of  New  York.  It  may  result  in  elucidating  our 
objections,  because  both  reports  to  be  taken  up  this  afternoon, 
although  prepared  by  different  persons,  come  to  the  same  con- 
clusion on  this  point.  The  discussion  may  afford  Mr.  Meyers 
and  those  connected  with  the  Interstate  Commerce  Commission 
an  opportunity  for  an  attempted  justification  of  their  ideas  on 
the  subject.  I  have  heard  a  great  many  of  their  comments  and 
explanations,  but  they  have  not  convinced  me  at  all. 

Mr.  ATKINSON,  of  Missouri.  I  think  this  should  be  deferred, 
and,  by  unanimous  consent,  I  think  we  should  defer  it  until  these 
reports  are  presented  and  discussed,  and  then  we  will  hear  each 
side  of  the  discussion.  I  think  the  other  members  of  the  asso- 
ciation want  to  hear  their  explanations,  why  they  suggest  that 
these  accounts  l)e  kept  in  this  form,  and  the  report  be  in  that 
form.  Mr.  Meyers  is  anxious  that  the  printing  of  the  reports  for 
tlio  State  commissions  and  uniformity  in  this  matter  be  not  over- 
looked. That  is  the  main  reason  why  he  suggested  the  question 
at  this  time. 
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•     , 

The  PRESIDENT.  With  the  consent  of  the  second  and  the  mover, 
the  motion  will  l>e  withdrawn  temporarily. 

Mr.  MEYERS,  of  the  Interstate  Commerce  Commission.  All  I 
desire  is  that  the  matter  shall  not  be  overlooked,  so  that,  when 
the  convention  has  adjourned,  we  may  have  no  precise  instruc- 
tions with  regard  to  the  preparation  of  the  State  forms,  in  pass- 
ing them  through  the  Government  Printing  Office  during  the 
winter.  In  that  case,  we  should  have  to  print  the  State  forms  as 
they  have  been  printed  heretofore. 

The  PRESIDENT.  Then,  you  can  bring  up  this  motion  at  the 
conclusion  of  the  discussion  which  will  take  place  this  afternoon. 

Mr.  MEYERS,  of  the  Interstate  Commerce  Commission.    Yes. 

At  12:16  o'clock  P.  M.,  the  convention  took  a  recess  until  2 
o'clock  P.  M. 

AFTERNOON  SESSION. 

The  convention  resumed  its  session  at  2  o'clock  P.  M. 
RAILWAY  VALUATION. 

The  PRESIDENT.  Gentlemen,  I  am  pleased  to  present  to  you 
Judge  Prouty,  who  will  discuss  a  very  interesting  topic,  about 
which  we  are  all  anxious  to  know  as  much  as  possible,  and  from 
him  I  believe  you  can  get  more  information,  than  you  can  pos- 
sibly from  any  other  source,  a,s  he  is  evidently  the  fountain  head. 
I  present  to  you  Judge  Prouty,  Director  of  Valuation,  of  the  In* 
terstate  Commerce  Commission.  (Applause.) 

Mr.  PROUTY.  Mr.  President  and  gentlemen  of  the  Convention, 
when  your  President  invited  me  to  say  something  at  this  time,  I 
felt  that  it  was  in  a  sense  my  duty  to  accept  the  invitation.  The 
subject  is  one  in  which  you  are  interested  personally,  and  one  in 
which  the  communities  which  you  represent  are  deeply  interested, 
and  you  are  entitled  to  some  account  of  what  is  being  done. 

When  your  President  says  I  am  here  to  discuss  this  subject, 
he  is  hardly  correct.  There  are  certain  very  interesting  questions 
which  will  be  presented  in  the  course  of  this  valuation  work,  but 
those  questions  are  not  passed  upon  by  the  valuation  division,  nor 
by  any  member  of  that  division.  They  must  be  passed  upon  by 
the  Commission,  and  until  they  have  been  considered  by  that 
body  it  would  be  inappropriate  for  me  to  attempt  any  discussion 
whatever  of  them.  I  am  therefore  debarred  from  speaking  about 
those  matters  which  might  otherwise  be  of  the  most  interest  to 
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you,  and  which,  are  perhaps  of  the  most  iuterest  to  me.  What  I 
can  do  is  to  present  to  you  some  sort  of  a  report  as  to  what  has 
been  done  in  the  development  of  this  work.  Perhaps  the  best  way 
in  which  to  do  that  will  be  to  make  some  general  statements  at 
the  outset,  and  then  to  answer  any  questions  that  you  may  desire 
to  ask. 

A  year  ago  this  Convention  appointed  a  general  committee  to 
deal  with  matters  of  valuation,  and  that  committee  appointed  an 
executive  committee.  My  communication  has  been  mainly,  indeed 
entirely,  with  the  executive  committee.  I  have  endeavored  to  keep 
them  informed  as  the  work  has  gone  on,  and  have  received  sug- 
gestions and  criticisms  from  them.  Our  work  has  been  mostly 
in  the  way  of  organization,  and  upon  a  scale  which  finds  no 
parallel  in  any  State.  We  have  not  therefore  perhaps  derived 
the  same  benefits  from  their  councils  this  last  year  that  we  shall 
in  the  future,  but  your  committee  has  been  of  great  assistance 
during  the  twelve  months  gone. 

The  railroads  suggested  to  me  that  when  I  submitted  to  the 
Commission  questions  for  determination,  I  ought  to  give  them 
some  notice  of  the  fact  that  the  question  had  been  submitted,  so 
that  they  might  if  they  desired  be  heard  before  the  Commission. 
I  declined  to  do  that.  I  said  to  them  that  my  communications  to 
the  Commission  were  of  a  purely  personal  character,  and  that  if 
the  Commission  desired  arguments  upon  the  points  presented,  it 
would  so  signify  to  the  carriers.  I  feel  very  certain  that  if  the 
Commission  should  intimate  to  the  carriers  that  argument  was  de- 
sired, it  would  give  to  you  gentlemen,  or  to  your  committees,  the 
same  information,  and  allow  yon  to  be  heard  in  the  same  way  and 
to  the  same  extent.  Of  course  when  the  question  is  decided,  when 
it  becomes  a  rule  of  action  on  the  part  of  the  valuation  division, 
then  I  think  it  should  become  public  property,  and  your  com- 
mittee should  have  the  same  right  that  the  railroads  may  have 
to  apply  to  the  Commission  for  a  reconsideration  of  the  question, 
and  to  be  heard  in  so  doing.  All  T  can  say  is  that,  so  far  as  I  am 
concerned,  and  so  far  as  it  can  be  appropriately  done,  you  will 
have  the  same  information  and  be  entitled  to  the  same  partici- 
pation in  tlio  progress  of  this  work  as  the  carriers. 

I  certainlv  do  not  need  to  impress  upon  the  members  of  this 
Convention  how  important  is  the  work  in  which  we  are  engaged. 
The  valuation  is  a  national  valuation,  but  the  law  requires  it  to 
be  made  by  State  lines.  When  our  valuation  is  completed,  we 
shall  have  in  fact  not  only  a  federal  valuation  of  our  railroads 
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and  other  public  utilities,  but  a  State  valuation  also;  and  that 
State  valuation  will  almost  of  necessity  supersede  and  supplant 
every  other  State  valuation  which  can  be  made. 

There  is  no  more  important  practical  question  before  the  people 
of  this  country  to-day  than  the  treatment  which  should  be  ac- 
corded their  transportation  facilities  by  rail.  It  seems  to  me  that 
the  valuation  which  is  in  progress  is  one  of  the  significant  factors 
in  the  decision  of  that  question.  You  have,  first  of  all,  the 
fundamental,  primary  inquiry  as  to  whether  the  government  will 
take  over  these  agencies  of  transportation,  or  will  suffer  them  to  be 
conducted  by  private  capital.  Now  at  the  basis  of  that  inquiry 
lies  this  further  question,  what  is  the  value  of  these  properties, 
and  I  do  not  believe  the  people  of  this  country  will  ever  come 
seriously  to  the  discussion  of  government  ownership  until  we 
know  first  what  is  the  value  of  our  railroads,  and  what  is  the 
relation  of  that  value  to  the  capitalization  of  our  railroads  as  it 
stands  to-day. 

If  these  railroads  are  to  be  left  in  private  hands,  you  have  the 
still  more  important  question  of  what  treatment  shall  be  accorded 
to  the  private  property  which  has  been  invested  in  them;  for 
that  treatment  must  be  such  as  will  not  only  do  justice  to  the 
property  which  is  there  to-day,  but  such  as  will  attract  other 
investors  to  that  same  sort  of  investment.  Otherwise  you  cannot 
develop  these  agencies  of  transportation. 

Now  this  valuation  of  ours  is  bound  to  be  the  basis  of  the 
determination  of  that  question ;  and  it  will  be  the  basis  not  only 
of  the  rates  which  the  federal  commission  fixes,  but  it  will  be  the 
basis  of  the  rates  which  you  gentlemen  from  the  States  fix. 

In  the  first  place,  under  the  Shreveport  case,  the  rates  fixed 
by  the  federal  commission  exercise  a  most  potent  influence  over 
State  rates;  and  in  the  next  place  every  State  rate  can  be  taken 
to  the  bar  of  a  federal  court  finally,  and  in  that  federal  court 
the  federal  valuation  must  be  controlling.  So  while  you  may  have 
State  valuations  in  theory,  you  have  but  the  one  valuation  in  fact, 
if  that  valuation  is  proi>erly  made. 

There  are  local  questions  all  over  this  country  which  depend 
on  the  result  of  this  valuation.  Wo  hnve  that  kind  of  a  situation 
up  in  New  England.  The  Boston  &  Maine  Railroad  consists  of 
a  great  number  of  leased  roads,  taken  on  lonir  term  leases  made 
some  time  ago.  If  the  present  rentals  for  these  leased  roads  are 
to  be  maintained,  the  revenues  of  the  Boston  and  Maine  must 
be  materiallv  increased.  Whether  those  leases  shall  be  maintained 
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depends  upon  the  value  of  the  property  leased,  and  that  will  be 
determined  largely  by  this  valuation.  Upon  the  result  of  our 
valuation  depends  the  integrity  of  that  system,  whether  it  shall 
continue  upon  the  present  basis,  or  whether  it  shall  be  dissolved 
and  reorganized.  * 

The  act  itself  recognizes  the  importance  of  this  work.  The 
framers  of  that  act  evidently  intended  to  make  this  valuation 
as  complete  and  as  final  as  it  could  be  made.  We  are  commanded 
to  take  into  account  every  fact,  and  to  consider  every  element 
which  can  bear  upon  the  value  of  a  railroad;  and  when  the  valu- 
ation division  has  collected  these  facts,  the  Commission  itself, 
in  fixing  the  value  of  the  railroad,  must  consider  them  all  and 
give  them  all  due  weight. 

All  this  means,  to  my  mind,  that  this  work  of  valuation  should 
be  organized  on  so  comprehensive  a  plan,  and  conducted  in  so 
thorough  a  manner  that  when  completed  it  will  not  only  be 
satisfactory  to  those  who  have  conducted  it,  but  will  be  satis- 
factory to  the  country  as  a  whole.  It  should  be,  in  so  far  as  is 
possible,  the  final  word  on  that  subject.  That  is  the  theory  upon 
which  we  have  proceeded  in  the  valuation  division. 

Now  coming  to  the  work  itself,  the  basis  of  any  valuation  of 
the  railroads  in  this  country  which  is  to  be  kept  good  from  year 
to  year,  as  the  present  valuation  act  intends,  must  be  something 
which  shall  clearly  identify  that  property  as  of  to-day.  You 
must  be  able,  fifty  years  from  now,  to  turn  back  in  the  records 
of  the  Commission  and  find  out  precisely  what  that  property 
•was  in  the  year  1914.  That  means  that  first  of  all  such  maps 
and  profiles  must  be  placed  in  our  records  as  may  be  necessary 
to  identify  the  property  clearly  and  permanently.  These  maps 
must  show  the  lines  of  the  carrier,  and  the  location  of  those 
lines.  They  must  show  all  tracks  and  all  structures  and  their 
location.  They  should  also  show  the  original  ground  line  and 
the  present  grade. 

One  of  the  first  things  to  which  our  engineers  addressed  them- 
selves was  securing  the  maps  of  this  kind.  Some  railroads 
to-day  have  no  maps.  Some  have  maps  that  are  more  or  less 
complete  while  some  have  maps  which  are  well  nigh  perfect. 
This  matter  was  made  the  subject  of  very  extended  discussion 
between  the  railroads,  the  members  of  your  committee,  and  the 
engineers  of  the  'Commission  and  the  result  of  all  those  discus- 
sions, which  extended  over  several  months,  was  the  making  of 
what  we  call  our  map  order,  which  was  order  No.  1,  and  which 
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specified  the  sort  of  map  which  was  to  be  furnished,  and  the 
information  which  was  to  appear  upon  that  map. 

The  original  map  order  required  carriers  to  file  their  maps  on 
or  before  February  1,  1914,  exhibiting  the  property  as  of  June 
30,  1914.  We  started  out  with  the  idea  that  all  the  carriers 
in  the  United  States  ought  to  be  valued*  as  of  the  same  date. 
As  time  went  on  we  came  to  a  different  conclusion.  It  became 
apparent  that  this  could  not  very  well  be  done,  and  that  nothing 
would  be  gained  if  it  were  done,  and  consequently  it  is  now 
proposed  to  change  the  map  order  so  that  the  carrier  will  be 
required  to  file  its  maps  as  required  by  the  engineering  depart- 
ment of  the  valuation  division  and  the  maps  will  be  made  as 
of  June  30.  which  is  nearest  the  date  of  the  valuation. 

We  have  also  excepted  from  the  operation  of  the  original  map 
order  what  are  called  shortline  carriers,  that  is,  all  carriers 
less  than  100  miles  in  length  and  having  gross  revenues  of  $3,000 
per  mile  or  less.  These  short  lines  will  be  allowed  to  file  maps 
which  are  much  less  complete  and  much  less  expensive.  The 
Commission  was  of  the  opinion  that  those  small  lines  should 
not  be  put  to  the  expense  of  making  the  maps  called  for  by 
the  general  order. 

Some  apprehension  is  expressed  in  one  of  these  reports,  either 
Mr.  Maltbie's  or  Mr.  Eshleman's,  that  there  is  to  be  some  letting 
down  from  the  requirements  of  this  map  order.  There  is  no 
foundation  for  that  in  anything  which  the  valuation  division  has 
done  or  proposes  to  do.  We  shall  most  earnestly  insist  upon 
a  strict  compliance  with  the  terms  of  that  order,  and  we  shall 
urge  the  Commission  to  do  so.  The  map  must  be  of  a  certain 
size,  because  otherwise  it  cannot  be  filed  and  indexed.  It  must 
be  made  of  the  material  which  has  been  prescribed,  in  order  to 
secure  permanency.  It  must  be  traced  in  India  ink,  unless  the 
carriers  discover  some  mechanical  process  by  which  maps  can 
be  reproduced,  which  will  be  equally  permanent  and  equally 
desirable.  If  so,  we  should  permit  them  to  give  us  the  prints 
and  to  retain  the  tracings  themselves.  Otherwise  we  shall 
require  a  duplicate. 

We  shall  not  insist  in  all  cases  perhaps  on  an  exact  compliance 
with  the  form  of  map  prescribed.  If  the  carrier  now  has  a  map 
which  contains  in  substance  all  the  information  needed,  in  such 
form  as  to  be  readily  intelligible,  we  should  accept  that  map, 
since  it  is  the  substance  which  is  desired,  and  the  carrier  ought 
not  to  be  put  to  expense  simply  as  a  matter  of  taste. 
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The  next  thing  which  comes  after  the  map  is  the  inventory. 
The  Commission  is  required  to  make  an  inventory  of  the  property 
of  the  carrier.  That  of  course  does  not  mean  that  we  shall  not 
require  the  carrier  to  furnish  schedules  from  which  that  inventory 
can  be  formulated.  In  making  the  original  map  order  the  carrier 
was  required  to  show  upon  its  maps  a  schedule  of  all  deeds  under 
which  it  held  its  right  of  way  or  other  lands,  and  was  required 
to  plot  on  the  map  the  shape  and  location  of  the  parcels  conveyed. 
As  our  work  progressed  it  turned  out  that  we  needed  certain  in- 
formation not  called  for  in  the  original  map  order.  We  needed 
the  area  of  the  plots,  and  the  original  cost  of  each,  parcel.  The 
carriers  preferred  to  show  that  upon  a  separate  schedule,  and 
we  have  now  ordered  them  to  file  in  duplicate  schedules  of  their 
deeds. 

We  have  also  required  the  carriers  to  file  an  inventory  of  their 
rolling  stock,  their  equipment,  their  abandoned  property,  and  so 
forth,  and  we  are  at  work  upon  a  general  order  which  may  be 
used  to  require  the  filing  of  schedules  under  anyl  one  of  the 
primary  accounts. 

One  of  the  first  questions,  which  presented  itself,  was  whether 
the  carrier  should  be  required  to  file  a  schedule  of  its  quantities, 
that  is  of  the  number  of  yards  of  grading,  of  earth,  rock,  etc.  which 
enters  into  the  construction.  Most  railroads  in  the  United  States 
have  no  schedules  of  that  kind  to-day.  Very  few  railroads  have 
schedules  which  would  be  of  much  use  to  the  Commission,  if  filed. 
In  order  to  obtain  such  schedules  in  such  form,  as  to  be  of  real 
service,  it  would  be  necessary  for  the  carriers  to  cross  section 
their  properties  at  a  cost  of  from  $6,000,000  to  f 8,000,000.  The 
question  then  arose  what  use  could  be  made  of  those  schedules 
of  quantities  when  filed.  It  has  seemed  to  me  that  in  this 
valuation  the  Commission  ought  to  be  certain  of  the  facts  which 
it  reports.  It  will  not  be  enough  for  the  Interstate  Commerce 
Commission  to  say,  "I  think,"  "I  guess,"  "I  estimate."  It  must 
be  able  to  say,  "within  certain  limits  I  know."  And  there  is 
only  one  way  in  which  it  can  know,  and  that  is  to  see,  and  to 
count,  and  to  measure,  the  things  which  enter  into  the  inventory. 
Of  course,  I  do  not  mean  that  we  should  examine  every  tie  or 
count  every  spike,  because  that  would  be  unreasonable;  but  I 
do  mean  that,  within  certain  limits,  the  Commission  must  know 
that  the  units  placed  in  that  inventory  are  correct,  and  the 
only  way  in  which  it  can  know,  is  by  seeing  and  examining  for 
itself  or  through  its  agents.  We  asked  our  engineers,  if  these 
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quantities  were  scheduled,  how  they  could  verify  the  quantities, 
and  their  opinion,  was  that  this  could  only  be  done  by  a  re- 
measurement  of  the  quantities  themselves.  They  were  of  the 
opinion  that  if  schedules  of  the  most  favorable  kind  were  to  be 
furnished,  it  would  only  save  the  Commission  in  work  from  25  to 
30  per  cent.  I 

Now  I  speak  from  my  experience  of  seventeen  years,  as  a  rail- 
road commissioner,  when  I  say  that  many  of  us,  in  the  past,  have 
been  inclined  to  feel  that  whatever  was  required  of  a  railroad  cost 
nobody  anything,  certainly  that  it  did  not  cost  the  public  any- 
thing. But,  my  friends,  we  have  come  to  a  time  when  that  error 
has  become  apparent.  We  have  come  to  a  time  when  we  realize 
that  somebody  has  to  pay  for  this  work  which  the  railroad  does, 
and  that  this  somebody  is  the  public.  And  in  these  days  of  in- 
creasing railroad  expenses,  in  these  days  when  the  railroads  are 
insisting  that  they  are  entitled  to  a  general  increase  in  their 
transportation  charges,  and  when  they  are  making,  in  support 
of  that  insistence,  a  case  which,  whether  it  convinces  or  not,  com- 
pels us  at  least  to  give  attention,  I  was  extremely"  reluctant  to 
enter  upon  any  plan  for  the  doing  of  this  valuation  work  which 
would  require  the  waste  of  from  f6,000,000  to  $8,000,000  upon 
the  part  of  anybody.  I  earnestly  desired  to  hit  upon  some  plan 
by  which  there  might  be  co-operation  between  the  government  and 
the  railroads,  with  a  fair  division  of  the  expense,  and  without 
waste  to  anyone.  The  following  arrangement  was  finally  worked 
out.  The  railroad  furnishes  the  map,  the  government  furnishes 
the  cross-sectioning  party;  the  railroad  sends  with  that  party  a 
pilot  who  points  out  the  property  to  be  inventoried,  who  points 
out  any  hidden  quantities  which  may  not  be  readily  visible,  and 
who  observes  the  manner  in  which  the  work  is  conducted.  A  copy 
of  the  field-notes  made  by  the  government  is  given  to  the  railroad, 
with  an  agreement  upon  the  part  of  the  railroad  that  any  objec- 
tions to  be  made,  to  the  accuracy  of  those  field-notes,  are  to  be 
made  within  thirty  days.  If  any  objection  is  made,  the  dispute 
between  the  railroad  and  the  government  is  to  be  adjusted  in  some 
speedy  way,  by  some  method  which  will  be  agreed  upon.  If  no 
objection  is  made  within  thirty  days  the  field-notes  stand  as 
correct. 

Now  I  am  satisfied,  from  the  operation  of  that  plan  up  to  the 
present  time,  that  it  is  a  feasible  and  a  very  advantageous  one. 
In  the  first  place  it  secures  a  virtual  agreement  between  the  rail- 
road and  the  government  as  to  the  inventory  of  property  entering 
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into  the  road.  That,  gentlemen,  is  a  thing  of  very  great  import- 
ance. Prices  will  change;  theories  of  valuation  will  change;  but 
if  you  once  have  the  quantities,  which  enter  into  this  inventory, 
substantially  agreed  upon  between  the  railroads  and  the  govern- 
ment, you  have  there  a  basis  of  calculation  to  which  you  can 
subsequently  apply  different  prices  and  different  theories.  That, 
to  my  mind,  is  the  most  important  consideration  in  the  plan 
adopted.  I  think,  too,  that  it  works  out  a  very  fair  division  of 
the-  expense.  The  Boston  &  Maine  Railroad,  for  example,  has  no 
maps  whatever.  It  is  collecting  the  necessary  information  and 
making  entirely  new  maps  from  the  bottom.  It  has  cost  that 
railroad  up  to  the  present  time  f  100  a  mile  to  prepare  those  maps' 
and  collect  that  information. 

In  doing  our  cross-sectioning  work  we  duplicate  nothing  which 
has  been  done  by  the  Boston  &  Maine,  with  the  single  exception 
of  the  measurement  of  the  road  itself,  and  we  have  arranged  with 
that  company  to  mark  its  stations  in  some  permanent  form  so 
that  in  the  future,  it  will  be  possible  for  us  to  verify  that  work 
and  to  thus  avoid  the  necessity  of  rechaining  the  road.  That 
is  one  of  the  things  that,  if-the  stations  are  marked,  can  be  readily 
verified. 

Most  of  the  carriers  have  some  of  this  information  already 
collected.  A  great  ma|iy  of  them  have  maps  which  are  more  or 
less  perfect.  The  expense  to  those  carriers  will  be  very  much  less, 
but  I  am  persuaded  that,  on  the  whole,  the  railroads  by  the 
arrangement  under  which  we  are  working,  will  be  required  to 
expend  as  much  and  probably  more  than  the  government.  • 

Our  first  cross-section  parties  were  organized  last  January. 
We  began  in  each  district  with  a  single  party,  gradually  develop- 
ing those  parties  as  the  work  went  on,  until,  on  the  first  of  Sep- 
tember, we  had  in  the  field,  in  each  district,  eight  field  parties. 
With  those  parties,  we  covered  in  September,  1,502  miles.  In  the 
month  of  October  we  covered  almost  1,800  miles.  That  was  a 
very  favorable  month,  and  we  may  not  cover  as  much  in  November, 
but  I  am  persuaded,  from  what  I  have  seen,  that  eight  parties, 
when  their  efficiency  is  brought  up  to  the  highest  standard,  when 
we  have  learned  what  we  can  safely  omit,  and  have  made  all 
possible  economies,  should  cover  2,000  miles  a  month.  If  the  work 
is  developed  to  16  parties,  which  the  present  organization  will 
easily  support,  that  will  mean  4,000  miles  a  month  or  48.000  miles 
a  year.  Should  Congress  give  us  the  money  with  which  to  work, 
we  shall  be  fully  developed  by  the  first  of  next  July,  and  in  the 
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four  years  following  the  surveys  for  the  greater  part  of  the  rail- 
roads in  the  United  States  should  be  completed. 

So  far  we  have  been  largely  engaged  in  the  organization  of  our 
work,  but  I  think  I  may  now  say,  to  you  gentlemen,  that  the 
organization  of  the  engineering  division  is  substantially  complete, 
and  that  this  branch  of  our  service  is  in  shape  to  perform  its 
duty  with  expedition  and  efficiency. 

We  have,  as  you  know,  a  land  department.  At  the  head  of  that 
department  is  the  Supervisor  of  Land  Appraisals,  who  has  under 
him  in  each  district  a  land  attorney.  The  last  land  attorney  was 
not  appointed  until  May,  and  the  organization  of  that  department 
was  not  completed  until  some  two  or  three  months  afterward, 
so  that  we  are  not  as  far  advanced  in  that  department,  but  that 
work,  I  believe,  is  in  a  fair  state  of  forwardness,  and  we  expect 
within  a  short  time  to  be  covering  as  much  territory  as  the 
engineering  division. 

There  are  many  questions  in  reference  to  land  which  present 
very  difficult  and  delicate  problems,  and  which  must  be  passed 
upon  by  the  Commission  finally.  Those  questions  have  not  been 
reached  by  us  up  to  the  present  time,  and  the  work  which  we  are 
doing  now  merely  concerns  the  collection  of  facts  with  respect 
to  land.  In  other  words  we  are  attempting  to  ascertain,  and  we 
are  only  attempting  to  ascertain,  the  value  of  similar  adjacent  and 
adjoining  lands. 

In  doing  this,  tax  assessments  against  similar  lands  are  ex- 
amined; actual  sales  are  investigated  and  compared;  persons 
qualified  to  express  an  opinion  are  consulted ;  and  from  all  these 
sources  the  land  appraiser  forms  a  conclusion  and  places  a  value 
upon  the  land  of  the  railroad. 

What  the  relation  of  that  may  be  to  the  value  which  will  be 
used  for  reproductive  purposes,  or  what  the  relation  of  that  value 
may  be  to  the  value  for  railroad  purposes  in  the  ,final  valuation, 
are  questions  which  the  Commission  must  pass  upon  and  about 
which  the  division  of  valuation  has  expressed  no  opinion. 

In  addition  to  the  engineering  department  and  the  land  depart- 
ment we  have  an  accounting  department,  and  it  is  in  this  depart- 
ment that  the  greatest  difficulty  has  been  experienced  up  to  the 
present  time.  At  the  head  of  that  department  is  a  supervisor 
of  accounts,  and  in  each  district  is  a  district,  accountant,  having 
charge  of  the  accounting  work  in  that  district,  and  reporting  to 
the  supervisor  of  accounts. 

In  the  work  of  our  accounting  department  some  paths  are 
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plainly  blazed.  The  accountant,  for  example,  has  to  obtain  from 
an  examination  of  the  accounts  of  the  carrier,  certain  information 
as  to  the  prices  paid  by  that  carrier  for  different  kinds  of  labor 
and  material.  That  information  is  necessary  in  determining  the 
unit  price  to  be  used  in  working  out  the  reproductive  cost  in  case 
of  that  and  other  carriers  in  the  vicinity. 

We  have  also  to  obtain  the  information  called  for  in  the  fourth 
paragraph,  showing  what  money  has  been  put  into  the  enterprise, 
what  stocks  and  bonds  have  been  sold,  what  the  bankers  have  got 
and  what  the  railroads  have  got.  In  a  word,  we  undertake  to 
show  what  money  has  actually  gone  into  this  undertaking  from 
the  first,  and  its  relation  to  the  capitalization  of  the  company. 

Now  in  addition  to  that — and  here  has  been  the  trouble — the 
statute  requires  us  to  show  original  cost  to  date  with  respect  to 
each  item  of  property.  None  of  us  knew  exactly  what  this  meant, 
and  no  one  appeared  to  have  any  very  distinct  notion  of  what 
could  in  fact  be  done  towards  a  compliance  with  this  requirement 
of  the  Act.  A  railroad  had  already  been  selected  by  our  engineers 
in  each  district  for  valuation,  and  it  was  finally  determined  to 
put  our  accountants  at  work  upon  the  books  of  the  same  company 
in  each  district,  with  instructions  to  bring  back  whatever  infor- 
mation was  available  as  to  original  cost  to  date.  The  work  had 
not  proceeded  far  along  these  lines  before  I  became  convinced 
that  we  were  attempting  the  impossible  and  squandering  con- 
siderable money  in  the  attempt.  Instructions  were  accordingly 
given  to  discontinue  for  the  most  part  that  branch  of  the  work 
upon  all  roads  except  two.  In  the  Western  District  the  Texas 
Midland,  112  miles  long,  and  in  the  Central  District  the  New 
Orleans.  Texas  &  Mexico,  175  miles  in  length,  had  been  selected 
for  initial  valuation,  and  it  was  determined  to  carry  through  to 
a  completion  the  accounting  work  as  begun  upon  these  two  rail- 
roads. 

Until  very  recently  I  had  never  seen  the  definition  of  the 
California  Commission  of  original  cost  to  date,  but  I  had,  rather 
against  my  own  first  impression,  reached  a  conclusion  exactly  in 
accordance  with  that  definition  as  I  now  understand  it.  If  we 
could  go  back  to  the  beginning  and  could  rewrite  the  books  of 
account  of  a  railroad  company,  according  to  the  rules  of  the 
Interstate  Commerce  Commission,  the  property  account,  the  in- 
vestment account,  as  shown  by  that  operation,  would  be,  I  think, 
original  cost  to  date,  and  that  was  precisely  what  was  attempted 
in  the  case  of  those  two  railroads.  We  went  back  to  the  begin- 


138  NATIONAL   ASSOCIATION    OF   RAILWAY    COMMISSIONERS. 

ning,  and  we  endeavored  to  rewrite  the  accounts  of  those  com- 
panies for  the  purpose  of  showing  what  a  correct  investment 
account  would  be  to  date ;  to  take  out  of  that  account  everything 
which  had  improperly  gone  into  it,  and  to  put  into  that  account 
everything  which  had  been  improperly  left  out. 

In  addition  to  that  we  endeavored  to  distribute  the  investment 
account  among  the  primary  accounts  so  as  to  show  how  much  had 
been  paid  for  rails,  how  much  for  ties  and  so  forth.  Still  further, 
we  endeavored  to  distribute  the  investment  account  among  the 
items  of  property  which  are  now  in  existence,  so  that  when  the 
inventory  was  made  up  we  could  state  with  respect  to  each  item 
what  that  item  had  cost. 

Now  you  will  readily  understand  that  that  is  a  tremendous 
undertaking  as  applied  to  all  of  the  railroads  of  this  country.  It 
is  a  tremendous  undertaking  with  respect  to  a  little  railroad  like 
the  Texas  Midland  even.  You  must  handle  every  voucher.  You 
must  examine  it,  analyze  it  and  assign  it. 

That  was  done,  with  the  conclusion  that  when  the  investment 
account  had  been  thus  rewritten  it  was  good  for  nothing.  In  the 
first  place  it  is  absolutely  impossible  to-day,  as  the  books  of 
account  of  our  railroads  have  been  kept,  to  correct  errors  which 
may  have  been  made  in  the  original  distribution  of  those  items. 
Take  a  voucher  for  a  pay  roll  or  a  voucher  for  supplies.  You 
cannot  determine  whether  the  labor  and  material  were  used  for 
a  betterment  to  that  property,  or  for  a  renewal  which  should 
properly  be  charged  to  operation. 

But  worse  than  that,  there  is  no  way  in  which  you  can  tell 
what  retirement  has  been  made,  and  what  amount  should  there- 
fore be  taken  out  of  that  investment  account.  So  that  it  came  to 
be  felt  that  the  invesment  account  when  rewritten,  was  not  much 
better  than  it  was  before.  It  is  my  own  feeling  that  if  we  were 
to  treat  the  books  of  every  carrier  in  this  country  in  that  way, 
while  many  instances  of  mistake  would  be  detected,  the  general 
result  would  add  very  little  to  the  knowledge  which  we  now  have, 
and  it  might  be  a  source  of  misinformation  rather  than  of  more 
accurate  information. 

If  the  investment  account  is  to  be  re-written,  it  can  be  distrib- 
uted between  the  primary  accounts  without  very  much  additional 
labor,  and  it  would  be  interesting  and  perhaps  profitable  to  do 
this. 

The  third  thing  which  we  tried  to  do  was  to  distribute  these 
items  of  expense  between  the  different  items  of  property  now  in 
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existence,  and  we  found  that  with  respect  to  certain  things  that 
could  be  done,  and  with  respect  to  certain  things  it  could  not  be 
done  at  all.  As  to  the  roadway  and  the  tracks  and  everything  of 
that  sort,  it  was  found  impossible  to  locate  the  place  where  the 
expenditures  had  been  made.  With  structures  it  was  somewhat 
different.  We  could  say  that  a  certain  amount  of  the  expense 
had  gone  to  bridges,  for  example,  and,  within  certain  limits,  that 
a  certain  expenditure  had  been  made  upon  a  particular  bridge. 
For  instance,  f  100,000  had  been  expended  in  one  year  on  bridges. 
Now  we  could  locate  the  particular  bridges  to  the  amount  of 
175,000  out  of  the  $100,000,  but  there  was  still  left  f  25,000  which 
could  not  be  located. 

Not  only  that:  it  was  found  impossible  to  tell  whether  the 
amount,  which  had  been  expended  upon  a  particular  bridge,  com- 
pleted that  bridge.  The  books  showed  that  $10,000  had  been  ex- 
pended at  different  times  upon  a  given  bridge,  but  they  did  not 
show  whether  some  other  expenditure  for  labor  or  materials  had 
also  gone  into  it. 

The  question  immediately  arises — what  use  can  be  made  of  this 
information.  Our  accounting  work  has  been  under  the  immediate 
charge  of  Dr.  Bemis,  and  it  is  I  believe  his  opinion  that  we  ought 
in  some  way  to  use  these  figures  in  connection  with  further  esti- 
mates. It  is  the  duty  of  the  Commission  under  this  Act  to  show 
original  cost  to  date.  If  this  be  obtainable  from  the  books,  show 
it  in  that  way.  If  the  entire  cost  cannot  be  ascertained  from  the 
books  then  show  what  the  books  do  disclose  from  that  source  and 
estimate  the  balance.  But  if  you  take  one  of  these  bridges  as  an 
illustration,  you  do  not  know  what  the  balance  is.  You  do  not 
know  what  should  go  into  the  estimate.  You  do  not  know  what 
part  of  the  structure  has  been  paid  for  by  the  $10,000  which 
has  gone  into  it,  and  it  is  therefore  impossible  to  place  an  estimate 
upon  the  remainder.  My  own  conviction  is  that  the  greater  part 
of  our  original  cost  to  date  work  upon  the  Texas  Midland  was 
in  fact  thrown  away. 

It  is  possible  to  show  the  original  cost  of  land  with  reasonable 
certainty,  for  the  land  is  the  same  in  location  and  in  kind  to-day 
as  when  acquired,  and  the  transaction  is  one  that  can  usually  be 
identified  upon  the  books  of  the  carrier.  The  original  cost  of  the 
present  equipment  of  a  railroad  can  generally  be  shown.  Here 
again  the  transaction  can  be  identified  and  additions  to  the  equip- 
ment can  generally  be  shown,  although  not  always.  But  as  to 
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the  rest  of  it,  gentlemen,  I  doubt  if  it  is  humanly  possible  to  show 
from  the  books  of  most  carriers,  except  during  very  recent  periods, 
the  original  cost  of  construction  in  a  way  to  be  of  any  benefit. 

Of  course  there  are  many  cases  in  which  this  is  not  true.  In 
some  instances  the  cost  of  the  entire  railroad  can  be  shown  in 
great  detail,  especially  in  case  of  properties  constructed  within 
the  last  ten  years.  The  cost  of  many  important  structures  can  be 
accurately  shown,  and  where  this  information  is  available  its 
value  cannot  be  overestimated,  and  the  information  itself  should 
in  all  such  instances  be  obtained. 

The  expenditure  for  our  cost-to-date  accounting  work  upon  the 
two  short  lines  referred  to  has  been  enormous. 

The  Texas  Midland  is  a  road  112  miles  long.  Its  books  began 
21  years  ago.  The  accounting  work  on  the  Texas  Midland  cost 
f  133.00  a  mile.  The  New  Orleans,  Texas  &  Mexico  is  175  miles 
long.  Its  books  go  back  only  ten  years.  It  cost  us  $00  a  mile  to 
do  the  work  on  that  road.  If  you  were  to  apply  those  same  figures 
to  all  the  railroads  in  the  United  States,  it  would  cost  somewhere 
from  $50,000,000  to  $100,000,000  to  do  this  accounting  work.  Our 
accountants  say  that  it  would  not  be  possible  to  obtain  the  neces- 
sary accountants,  if  we  had  the  money.  I  therefore  hope  that  the 
Commission  will  finally  conclude,  in  some  way  or  other,  to  relieve 
the  accounting  division  from  that  burden.  We  estimate  that  from 
75  to  90,  per  cent,  of  the  expense  on  those  two  roads  has  been 
incurred  in  the  attempt  to  work  out  original  cost  to  date. 

This,  gentlemen,  brings  me  to  a  concluding  word  as  to  the 
general  cost  of  this  work,  a  matter  about  which  you  are  all  inter- 
ested and  upon  which  you  would  all  like  information. 

This  work  may  be  divided  into  two  general  classes;  namely, 
cost  of  reproduction  new  and  less  depreciation  in  one  class,  and 
the  accounting  work  in  another  class.  The  cost  of  showing 
reproduction  new  and  reproduction  new  less  depreciation  ought 
not  to  exceed  $50  per  mile  or  approximately  $12,000.000  for 
the  entire  country.  If  the  expense  exceeds  that  it  will  be  because 
the  government  cannot  do  work  as  economically  as  a  private 
individual. 

The  amount  expended  in  our  accounting  department  will  depend 
entirely  upon  the  extent  to  which  that  work  is  carried.  I  do  not 
care  at  this  time  to  hazard  an  estimate  as  to  the  amount.  It  is 
my  impression  based  upon  observation  of  the  work  actually  done 
that  it  should  be  possible  to  obtain  all  the  information  really 
needed  for  a  comoarativelv  moderate  sum. 
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We  are  just  beginning  an  appraisal  of  telegraph  lines.  The 
reproductive  features  of  that  work  should  not  cost  in  excess  of 
from  |1,000,000  to  $1,250,000.  The  expense  of  the  accounting- 
work  here  is  even  more  uncertain  than  in  the  case  of  the  railroads. 
Our  investigations  show  that  the  Western  Union  Telegraph  Com- 
pany alone  embraces  approximately  500  different  corporations 
and  associations.  To  attempt  a  detailed  examination  of  each  one 
of  these  subsidiary  companies  would  require  a  large  expenditure 
and  would  be  of  doubtful  profit.  The  essential  facts  can  be  ascer- 
tained without  undue  expense. 

Under  the  terms  of  the  Valuation  Act  the  Commission  might 
value  practically  all  the  telephone  lines  of  this  country,  but  it 
hardly  seems  probable  that  such  was  the  intent  of  Congress.  The 
amount  to  be  expended  here  will  depend  upon  the  extent  of  the 
work  undertaken. 

I  see  no  reason  to  depart  from  the  first  estimate  which  I  made 
before  the  Committee  on  Appropriations,  which  was  that  this 
work  would  require  before  it  wras  completed  an  expenditure  of 
not  less  than  twelve  millions  nor  more  than  twenty  millions  of 
dollars. 

While  this  is  a  very  large  amount  it  is  not  excessive  in  view  of 
the  character  of  the  undertaking.  The  sum  does  not  much,  if  at 
all,  exceed  the  cost  of  the  "Audacious"  which  went  down  on  the 
coast  of  Ireland  the  other  day  in  almost  the  twinkling  of  an  eye. 
And  consider  for  a  moment  the  enormous  value  with  which  we 
are  dealing.  An  error  of  six  per  cent,  in  the  valuation  of  our 
railroads  probably  means  a  billion  dollars.  The  interest  on  that 
sum  at  six  per  cent,  is  sixty  million  dollars  a  year.  The  value 
which  the  Commission  fixes  upon  these  properties  is  bound  to 
be  made  the  basis  of  the  rates  which  are  permitted.  Whether  the 
Government  takes  over  these  properties  or  not,  it  does  in  effect 
rent  them  from  their  owners.  Sixty  million  dollars  a  year  to  the 
railroads  or  to  the  people,  whichever  way  the  error  may  be,  means 
each  year  three  or  four  times  the  total  cost  of  this  valuation.  So 
I  believe,  gentlemen,  that  you  as  good  citizens  should  see  to  it 
that,  this  work  is  properly  done,  and  not  slighted  or  neglected  by 
reason  of  expense. 

And  here,  Mr.  President,  I  will  stop,  having  exhausted  your 
patience,  if  not  my  subject,  unless  some  member  of  the  Convention 
desires  to  ask  some  question,  which  I  shall  be  glad  to  answer  if 
I  can. 
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The  PRESIDENT.  On  behalf  of  the  convention  I  desire  to  thank 
you,  Judge  Prouty,  for  the  very  interesting  and  able  discussion 
which  you  have  given  us.  Your  statement  is  apparently  so  con- 
vincing and  so  thorough  that  I  do  not  believe  any  one  desires  to 
ask  you  a  question.  It  is  three  o'clock,  and  the  hour  which  was 
set  by  the  Executive  Committee  as  the  special  order  for  the  elec- 
tion of  officers  of  this  association  is  at  hand. 

Mr.  ATKINSON,  of  Missouri.  Before  we  pass  to  that  I  believe  it 
would  be  in  order  to  move  a  rising  vote  of  thanks  to  Judge  Prouty 
for  this  very  able  address,  and  I  make  that  motion. 

The  motion  was  seconded  and  unanimously  agreed  to  by  a  ris- 


ing vote. 
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The  PRESIDENT.  Nominations  for  President  of  the  National  As- 
sociation of  Railway  Commissions  for  the  ensuing  year  are  now  in 
order. 

Mr.  DECKER,  of  New  York.  Mr.  President,  I  place  in  nomina- 
tion for  the  presidency  of  this  association  the  present  First  Vice- 
President  of  the  Association,  Mr.  Clifford  Thorne  of  the  Iowa 
Railroad  Commission.  His  activities  in  behalf  of  regulation  are 
too  well  known  to  need  description.  He  has  sacrificed  his  time 
on  various  occasions  for  the  purpose  of  advancing  the  work  of  reg- 
ulation, and  he  has  become  well  known  to  the  members  of  this 
Association  during  the  course  of  years.  He  has  devoted  himself 
to  the  Association  and  to  its  work,  and  I  feel  that  the  members  of 
the  Association  can  feel  assured,  if  Mr.  Thorne  is  elected,  that 
they  will  have  in  the  office  of  President  a  man  who  will  follow  in 
the  footsteps  of  the  retiring  President,  in  assiduity  and  in  kindly 
attention  to  all  the  requirements  of  the  commissions  which  make 
up  this  great  body. 

It  is  a  high  honor  indeed  to  be  selected  as  the  first  executive 
officer  of  this  association,  with  all  its  acquired  prestige.  I  am 
reliably  informed  that  there  will  not  be  any  opposition  to  the 
election  of  Mr.  Thorne.  I  trust  that  information  is  correct, 

Gentlemen,  I  ask  your  vote  in  behalf  of  Clifford  Thorne  of  Iowa 
for  President.  (Applause.) 

Mr.  PELL,  of  North  Carolina.  Mr.  President,  and  gentlemen,  I 
have  no  doubt  that  Mr.  Thorne  is  a  most  excellent  man  for  this 
position  and  will  reflect  great  credit  upon  this  Association  and 
its  president.  But,  it  appears  to  me,  it  is  always  in  order  to  do 
the  proper  thing ;  and,  since  we  are  to  hold  our  next  annual  meet- 
ing in  the  State  of  California,  and  enjoy  the  hospitality  of  her 
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people,  and  to  look  into  the  faces  of  her  fair  women,  and  to  eat 
her  luscious  fruits  and  drink  her  good  liquor,  I  think  the  proper 
thing  for  us  to  do  is  to  elect  a  California!!  to  this  position. 

I  therefore  nominate  Mr.  John  M.  Eshleman  of  California. 

Mr.  ESHLEMAN,  of  California.  Mr.  President,  I  thank  the  gentle- 
man very  much  indeed  for  suggesting  my  name  for  the  presidency, 
but  we  have  enough  honor  in  having  the  convention  meet  with  us 
in  California,  So  far  as  I  am  concerned,  for  the  present  at  least, 
I  am  singing  my  swan  song  in  regulation  matters.  I  shall  not  be 
a  member  of  the  Association  next  year.  I  appreciate  the  compli- 
ment, but  the  members  of  the  California  Commission  will  be  very 
well  pleased  to  have  Mr.  Thome  the  next  President  of  'the  Asso- 
ciation. (Applause.) 

Mr.  WILLIAMS,  of  Texas.  Mr.  President,  I  am  very  glad  indeed 
of  the  action  taken  by  the  gentleman  from  California,  because  of 
the  harmony  which  it  induces,  and  because  of  the  opportunity 
which  it  gives  to  the  State  I  represent,  without  reflection  upon 
anyone,  to  second  the  most  excellent  nomination  made  by  the 
gentleman  from  New  York  (Mr.  Decker).  This  is  my  first  visit 
here  and  I  will  take  very  little  of  the  time  of  this  Association. 
It  may  be  my  last  attendance  here.  In  any  event,  whether  so  or 
not,  I  am  not  able  to  forego  the  pleasure  of  seconding  the  nomina- 
tion of  Mr.  Thome,  (Applause.) 

Mr.  PELL,  of  North  Carolina.  Mr.  President,  I  am  informed  that 
Mr.  Eshleman  has  been  chosen  Lieutenant  Governor  of  California, 
and,  therefore,  is  not  eligible  to  this  position,  as  he  will  shortly 
assume  the  duties  of  that  office.  Now,  in  the  words  of  an  old 
North  Carolina  darkey,  since  he  has  been  able  to  bull  moose  it 
over  the  folks  of  California  and  get  this  lieutenant  governorship, 
I  guess  we  will  have  to  let*  him  go  this  time.  (Laughter.)  I 
believe  California  has  woman  suffrage,  and  the  only  thing  I  can 
do  is  to  congratulate  the  bull  moose  and  cow  moose  of  California 
on  their  selection  of  lieutenant  governor.  (Laughter  and  ap- 
plause.) Therefore,  Mr.  President,  I  withdraw  his  name. 

Mr.  BURR,  of  Florida,  I  move  that  the  nominations  be  closed, 
and  that  the  Secretary  cast  the  vote  of  the  Association  for  Mr. 
^Clifford  Thome  for  President  of  this  Association. 

The  motion  was  agreed  to. 

The  PRESIDENT.  Mr.  Clifford  Thorne  of  Iowa  has  been  elected 
President  of  this  Association  for  the  ensuing  year.  Mr.  Thorne, 
•do  you  accept? 


144  NATIONAL   ASSOCIATION    OF   RAILWAY    COMMISSIONERS. 

Mr.  THORNE,  of  lo\va.  I  tliauk  you.  I  want  to  say,  gentlemen, 
that  this  is  one  of  the  proud  moments  of  my  life.  I  appreciate 
this  honor  most  profoundly.  It  is  one  of  the  highest  that  you  have 
it  within  your  power  to  confer  upon  one  of  your  members.  I 
thank  you  most  heartily  and  most  sincerely.  Mr.  President,  I 
accept.  ( Applause. } 

The  PRESIDENT.  Next  is  the  election  of  your  First  Vice  Presi- 
dent. Nominations  for  this  office  are  in  order. 

Mr.  THORNS,  of  Iowa.  Mr.  President,  there  is  a  gentleman  who 
has  attracted  the  attention  of  our  membership  for  his  kindly 
courtesy,  his  broad-mindedness,  a  man  of  sterling  character,  who 
will  honor *the  office.  I  take  great  pleasure  in  placing  in  nomina- 
tion the  name  of  that  gentleman  from  Virginia,  the  Honorable 
Robert  R.  Prentis.  (Applause.) 

The  PRESIDENT.  The  name  of  Judge  Robert  R.  Prentis  of 
Virginia  has  boon  placed  in  nomination  for  First  Vice  President, 
Are  there  any  other  nominations? 

Mr.  BURR,  of  Florida.  Mr.  President,  I  move  that  the  nomina- 
tions be  closed,  and  that  the  Secretary  cast  the  ballot  of  the 
convention  for  Mr.  Prentis. 

The  motion  was  seconded  and  unanimously  agreed  to. 

The  PRESIDENT.  Judge  Robert  R.  Prentis  of  Virginia  is  elected 
First  Vice  President  of  the  National  Association  of  Railway 
Commissioners  for  the  ensuing  year.  Judge  Prentis,  do  you 
accept? 

Mr.  PRENTIS,  of  Virginia.  Mr.  President  and  gentlemen,  I  am 
just  like  Mr.  Thorne.  I  accept.  (Laughter  and  applause.) 

The  PRESIDENT.  The  next  thing  in  order  is  the  election  of  the 
Second  Vice  President. 

Mr.  ESHLEMAN,  of  California.  Mr.  President,  California  is  now 
willing  to  take  something.  You  have  agreed  to  come  to  California 
next  year.  I  understand  that  some  of  these  highbinders  are  trying 
to  rescind  that  motion,  but  they  cannot  got  the  votes.  We  have 
thought  for  some  time  that  probably  it  would  be  well  to  have  some 
of  the  energetic  and  able  men  from  the  Pacific  coast  among  the 
officers  of  this  Association.  And  now  that  you  are  coming  to 
California,  and  that  we  have  one  of  the  brightest,  most  energetic 
young  men  connected  with  this  Association  in  California,  I  take 
great  pleasure  in  nominating  Honorable  Max  Thelen  for  Second 
Vice  President.  I  think  it  is  peculiarly  appropriate  that  IIP 
should  be  selected.  We  have  already  selected  a  more  or  loss 
progressively  standpat  Republican  from  Iowa  as  our  President, 
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We  have  selected  a  courteous  Virginia  Democrat  as  our  First  Vice 
President,  and  how  fitting  it  is  that  we  select  a  Bull  Moose,  from 
the  place  where  the  Bull  Moose  grow,  for  our  Second  Vice 
President. 

Mr.  DECKER,  of  New  York.  I  join  Mr.  Eshleman  in  seconding 
the  nomination  of  Max  Thelen  for  Second  Vice  President.  I  have 
known  him  for  many  years  with  very  great  pleasure  and  a  good 
deal  of  instruction.  In  energetic  work  Mr.  Thelen  has  made  an 
enviable  record.  I  think  it  a  very  appropriate  nomination,  quite 
outside  of  the  fact  that  we  are  going  to  San  Francisco  next  year. 

The  PRESIDENT.  Honorable  Max  Thelen  of  California  has  been 
placed  in  nomination  for  Second  Vice  President  of  the  National 
Association  of  Kailway  Commissioners  for  the  ensuing  year.  Are 
there  any  other  nominations? 

Mr.  BENTON,  of  New  Hampshire.  Mr.  President,  if  nobody  de- 
sires to  make  any  other  nomination,  I  move  that  the  nominations 
be  closed,  and  that  the  Secretary  cast  the  ballot  of  the  convention 
for  Max  Thelen. 

The  motion  was  unanimously  agreed  to. 

The  PRESIDENT.  Mr.  Secretary,  will  you  cast  the  ballot  of  the 
convention  for  these  different  officers? 

The  SECRETARY.  That  has  already  been  done. 

The  PRESIDENT.  Next  in  order  is  the  election  of  a  Secretary  of 
this  convention.  Nominations  for  Secretary  are  now  in  order. 

Mr.  BURR,  of  Florida.  Mr.  President,  our  present  Secretary- 
has  been  elected  for  lifa  ( Laughter  and  applause. )  I  place  him 
in  nomination,  and  I  move  that  the  nominations  be  closed,  that 
the  President  of  this  Association  cast  the  ballot  of  this  convention 
for  Mr.  Connolly.  (Applause.) 

The  motion  was  seconded  and  unanimously  agreed  to. 

The  PRESIDENT.  The  President  of  this  Association  has  been 
instructed  to  cast  the  ballot  of  the  convention  for  Mr.  Connolly, 
as  Secretary  for  life.  (Laughter.) 

The  SECRETARY.  Does  that  mean  the  life  of  the  Association,  or 
my  life? 

The  PRESIDENT.  Your  life.    Do  you  accept,  Mr.  Connolly? 

Mr.  CONNOLLY.  I  will  be  guided  by  the  example  of  my  asso- 
ciates in  office,  and  I  accept,  (Laughter  and  applause.) 

The  PRESIDENT.  Nominations  for  Assistant  Secretary  of  this 
convention  are  now  in  order. 

Mr.  CONNOLLY.  Mr.  President,  it  gives  me  pleasure  to  place  in 
nomination  Mr.  James  Blaine  Walker  of  the  Public  Service  Com- 
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mission  of  !New  York,  First  District.  He  has  lent  valuable  aid  to 
the  Secretary,  not  only  this  year  but  last  year,  and  his  labors 
day  and  night  in  behalf  of  the  interests  of  this  Association  have 
been  such  that  it  gives  me  pleasure  to  place  him  in  nomination. 

The  PRESIDENT.  Mr.  Walker  has  been  placed  in  nomination  for 
Assistant  Secretary,  Are  there  any  other  nominations? 

Mr.  BURR,  of  Florida.  I  move  that  the  nominations  be  closed 
and  that  the  Secretary  cast  the  vote  of  this  convention  for  Mr. 
Walker  for  Assistant  Secretary. 

The  motion  was  seconded  and  unanimously  agreed  to. 

The  PRESIDENT.  The  Secretary  will  cast  the  ballot  of  the  con- 
vention for  Mr.  Walker. 

The  SECRETARY.  It  has  been  cast  as  directed. 

REPORT  OF  THE  COMMITTEE  ON  RAILROAD  TAXES  AND  PLANS 

FOR  ASCERTAINING  FAIR  VALUATION  OF 

RAILROAD  PROPERTY. 

The  PRESIDENT.  Next  in  order  is  the  report  of  the  Committee 
on  Railway  Taxes  and  Plans  for  Ascertaining  Fair  Valuation  of 
Railroad  Property,  which  will  be  presented  by  the  chairman  of 
the  Committee,  Mr.  Eshleman. 

Mr.  ESHLEMAN,  of  California,  Mr.  President,  I  feel  somewhat 
over-awed  in  the  presentation  of  this  report;  and  also,  contrary 
to  the  advice  of  some  of  my  friends  who  never  admit  that  they  err, 
namely  Messrs.  Maltbie,  and  the  genial  gentleman  from  Ohio  who 
is  the  secretary  of  the  Valuation  Committee,  I  offer  an  apology. 
They  said  I  should  not  do  it. 

Some  time  ago  I  received  the  following  resolution : 

"RESOLVED,  That  the  Executive  Committee  direct  its  chairman  to  suggest  to 
the  Committee  on  Railroad  Taxes  and  Plans  for  Ascertaining  the  Fair  Valuation 
of  Railroad  Property  that  in  the  preparation  of  its  report  for  presentation  at  the 
next  convention  it  devote  considerable  thought  and  consideration  to  the  require- 
ments set  forth  in  section  19-A  of  the  Act  to  Regulate  Commerce,  particularly 
with  reference  to  the  elements  which  shall  be  considered  in  arriving  at  the  fair 
valuation  of  said  property,  and  indicate  to  what  extent  the  different  elements 
referred  to  in  this  Act  should  be  factors  in  ascertaining  the  fair  valuation  of  the 
properties  of  the  carriers,  and  also  the  relative  weight  of  such  factors." 

When  that  came  to  my  desk  I  sent  it  to  the  various  members 
of  the  Committee,  and  as  usual  received  no  response  from  them, 
and  filed  it  away,  and  from  time  to  time,  as  the  forms  came  out, 
I  endeavored  to  make  some  comment,  in  conjunction  with  our 
engineering  department,  and  sent  them  on,  and  I  accumulated 
quite  a  file  on  that  subject.  Then  we  had  a  very  strenuous  time 
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in  California  for  three  or  four  months,  and  during  that  time  I 
tried  to  work  up  the  report,  and  I  had  forgotten  just  exactly 
what  I  was  advised  to  do;  but  I  find  I  have  done  substantially 
what  I  was  advised  to  do,  as  far  as  I  can  do  it,  but  I  have  done 
some  other  things  which  perhaps  were  not  required.  But  the  job 
that  is  laid  out  by  the  Executive  Committee  is  too  big  a  job  for 
any  man  or  any  committee,  of  course.  But  I  shall  read  the  report 
that  has  been  prepared,  which  touches  upon  this  instruction,  and 
then  I  shall  offer  some  comments  relative  to  the  particular  in- 
structions, that  have  not  been  brought  out  fully  in  the  report. 

The  Executive  Committee  of  this  Association  requested  your 
Committee  to  report  on  the  work  done  during  the  year  by  the  In- 
terstate Commerce  Commission  in  its  valuation  of  railroads. 
While  some  of  the  matters  covered  herein  may  likewise  be  cover- 
ed by  the  special  Committee  on  physical  valuation,  still  it  has 
been  thought  advisable  to  go  as  fully  as  possible  into  the  work  of 
the  Interstate  Commerce  Commission  mostly  by  way  of  review 
in  order  that  the  status  of  this  work  might  be  presented. 

Necessarily  many  of  the  matters  herein  discussed  are  questions 
of  engineering,  and  the  Committee  acknowledges  its  indebtedness 
to  the  Engineering  Department  of  the  Railroad  Commission  of 
California,  and  particularly  to  Mr.  Richard  Sachse,  Acting 
Chief  Engineer  of  that  Commission,  for  assistance  in  the  analy- 
sis of  the  various  forms  adopted  by  the  Division  of  Valuation  of 
the  Interstate  Commerce  Commission. 

Since  April  14th.  when  the  Division  of  Valuation  was  organ- 
ized as  a  part  of  the  Interstate  Commerce  Commission,  this  di- 
vision has  taken  the  following  important  steps  in  getting  the 
work  of  valuation  under  way: 

(1)  The  organization  in  May,  1913,  of  a  Board  of  Engineers. 

THE   ISSUANCE   OF: 

(2)  Valuation  Circular  No.  1,  containing  instructions  as  to  the  preliminary  work 
to  be  done  by  carriers. 

(3)  Specifications  for  maps  and  profiles. 

(4)  Valuation  Order  No.  2,  on  the  subject  of  "Abandoned  Property." 

(5)  Valuation  Order  No.  3,   regulations  to  govern  the  reporting  and  recording 
of  all  extensions  or  improvements  or  other  changes  in  physical  property  of 
every  common  carrier. 

(6)  Valuation   Order  No.  4,   on  the  subject  of  the  Inventory  of  Material  and 
Supplies. 

(7)  First  tentative  draft  of  instructions  for  road  and  track  field  parties. 
First  tentative  draft  of  instructions  for  building  field  parties. 
First  tentative  draft  of  instructions  for  bridge  field  parties. 
Classification  of  investment  in  road  and  equipment  of  steam  roads. 

(11)   Forms   Xos.  7  and  8  and   10  to  50,  inclusive,  being  appraisal  and  inventory 
forms  according  to  the  I.  C.  C.  Classification  of  Accounts,  as  follows: 
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D.  V.  Form  No.  7 — General  blanket  form — not  applicable  to  any  particular 

account. 
1    8 — General  blanket   form — not  applicable  to  any  particular 

account. 
"  10  to  16,  inclusive— covering  I.  C.  C.  Acct.  No   2,  Land  for 

Transportation  Purposes. 

'    17 — Summary  sheet  of  I.  C.  C.  Accounts  1  to  77,  inclusive. 
'   18 — I.  C.  C.  Account  No.  1 — Engineering. 
'    19— t.  C.  C.  Account  No.  3— Grading. 
1   20 — I.  C.  C.  Account  No.  5 — Tunnels  and  Subways. 
'   21—1.  C.  C.  Account  No.  6— Bridges,  Trestles  and  Culverts- 
metal  bridges  and  combination  trusses. 

"  22—1.  C.  C.  Account  No.  6— Bridges,  Trestles  and  Culverts- 
masonry  culverts. 

"  23—1.  C.  C.  Account  No.  6— Bridges,  Trestles  and  Culverts- 
pile  and   frame  trestles. 

"  24—1.  C.  C.  Account  No.  6— Bridges,  Trestles  and  Culverts- 
pile  and  timber  culverts. 
"  25—1.  C.  C.  Account  No.  8— Ties. 
"  26—1.  C.  C.  Account  No.  9— Rails. 
"  27—1.  C.  C.  Account  No.   10— Other  Track  Material,   frogs, 

switches  and  crossings. 
"  28—1.  C.  C.  Account  No.   10— Other  Track  Material,   splice 

bars,  spikes,  bolts,  tie  plates,  etc. 
"  29—1.  C.  C.  Account  No.  11— Ballast. 

"  30 — I.  C.  C.  Account  No.  12 — Track  laying  and  surfacing. 
"  31—1.  C.  C.  Account  No.  13— Right  of  Way  Fences. 
"  32 — I.  C.  C.  Account  No.  14 — Snow    and    sand    fences    and 

snow  sheds. 
"  33 — 1.  C.  C.  Account    No.    15 — Crossings    and    Signs — grade 

crossings. 

"  34 — I.  C.  C.  Account    No.    15 — Crossings    and    Signs — over- 
grade  and  under  grade  crossings. 

"  35 — I.  C.  C.  Account   No.   15 — Crossings   and   Signs — signs. 
"  36—1.  C.  C.  Account  No.  16— Station  and  Office  Buildings. 
"  37—1.  C.  C.  Account  No.  17— Roadway  Bldgs. 
"  38—1.  C.  C.  Account  No.  18— Water  Stations. 
"  39—1.  C.  C.  Account  No.  19— Fuel  Stations. 
"  40 — I.  C.  C.  Account  No.  27 — Signals    and    Interlockers — in- 

terlockers. 

"  41 — I.  C.  C.  Account  No.  44 — Shop  Machinery. 
"  42 — I.  C.  C.  Account  No.  51 — Steam  Locomotives. 
"  43 — I.  C.  C.  Account  No.  52 — Other  Locomotives. 
"  44 — I.  C.  C.  Account  No.  53 — Freight  Train  Cars. 
"  45 — I.  C.  C.  Account  No.  54 — Passenger  Train  Cars. 
"  46 — I.  C.  C.  Account  No.  55 — Motor  Equipment  of  Cars. 
"  47 — I.  C.  C.  Account  No.  56 — Floating  Equipment. 
"  48 — I.  C.  C.  Account  No.  57 — Work    Equipment — Cars. 
"  49—1.  C.  C.  Account  No.  57— Work    Equipment  —  Miscella- 

.  neous  land  equipment. 
"        "  50—1.  C.  C.  Account  No.  57— Work      Equipment  —  floating 
work  equipment,  derricks,  dredges,  pile  drivers, 
etc. 
(12)   The  organization  and  putting  out  of  field  parties  and  the  starting  of  actual 

survey  work  in  the  field  on  the  following  railroads : 
Norfolk  Southern  Railroad  Company, 
Atlanta,  Birmingham  &  Atlantic  Railroad  Co., 
Kansas  City  Southern  Railway  Company, 
New  Orleans,  Texas  &  Mexico  Railroad  Company, 
Texas  Midland  Railroad  Company, 
The  San  Pedro,  Los  Angeles  &  Salt  Lake  R.  R.  Co. 

It  is  the  expressed  intention  of  the  Government  to  survey  this 
year  the  following  roads: 
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Boston  &  Maine  Railroad  Company, 

A  portion  of  the  Cleveland,  Cincinnati,  Chicago  &  St.  Louis  Railway  Company. 

Chicago  &  Eastern  Illinois  Railroad  Company, 

Elgin,  Joliet  &  Eastern  Railway  Company, 

Central  of  Georgia  Railroad  Company, 

Chicago  &  Northwestern  Railway  Company  (South  from  Peoria), 

Great  Northern  Railway  Company  (branches  in  North  Dakota), 

Western  Pacific  Railway  Company. 

It  is  also  suggested  that  the  following  roads  may  also  be  taken 
up  this  year : 

New  York,  New  Haven  &  Hartford  Railroad  Co., 

Philadelphia,  Baltimore  &  Washington  R-  R.  Co., 

Pittsburg  &  Lake  Erie  Railroad  Company, 

Minneapolis,  St.  Paul  &  Sault  Ste.  Marie  Railway  Company, 

Chicago,  Milwaukee  &  St.  Paul  Railway  Company  (Puget  Sound  portion). 

From  the  list  of  orders  and  instructions  issued  it  will  appear 
that  the  Interstate  Commerce  Commission  thus  far  has  confined 
itself  almost  exclusively  to  the  organization  of  what  might  be 
called  the  technique  of  this  work.  No  final  decisions  as  to  its 
attitude  on  questions  of  principal  have  yet  been  announced.  The 
unearned  increment,  going  concern  value,  good  will,  develop- 
ment cost,  abandoned  property,  depreciation,  actual  cost  as  op- 
posed to  book  charges,  operative  and  non-operative  property,  the 
"railroad  value"  of  rights  of  way,  are  but  a  few  of  the  things  as 
yet  unsettled.  Neither  has  the  Commission  as  yet  laid  down  any 
definitions  of  the  terms  "original  cost  to  date,"  "cost  of  reproduc- 
tion new,"  and  "cost  of  reproduction  less  depreciation."  These 
are  probably  the  three  most  important  elements  upon  which  the 
engineers  will  be  required  to  find  and  they  are  all  required  to  be 
listed  on  the  Commission's  valuation  forms.  It  would  seem  that 
confusion  will  inevitably  result  unless  clear  cut  definitions  of 
these  terms,  which  shall  be  uniform  in  all  cases,  shall  be  laid 
•down.  Different  carriers  and  different  appraisers  place  widely 
different  interpretations  on  the  meaning  of  these  terms. 

Likewise,  it  must  be  apparent  that  at  least  some  of  these  ques- 
tions cannot  finally  be  answered  by  engineers,  appraisers  and  ac- 
countants engaged  in  the  valuation  work,  as  they  are  essentially 
•composits  and  result  from  the  exercise  of  judgment  on  the  part 
of  those  authorized  by  law  finally  to  decide.  Thus  it  is  certainly 
true  that  the  Commission,  and  perhaps  finally  the  courts,  will  be 
called  upon  to  fix  the  proper  definition  of  many  of  these  terms. 
Preliminary  to  our  discussion  of  the  various  details  of  the  work 
of  the  Division  of  Valuation  during  the  year,  it  is  well  for  us  to 
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point  out  that  a  great  difficulty  is  encountered  at  the  very  out- 
set by  reason  of  the  fact  that  these  terms  have  not  been  defined. 
However,  this  should  not  interfere  with  the  assembling  of  phys- 
ical data,  the  existence  of  which  is  unaffected  by  opinions  either 
of  engineers  or  commissions.  What  portion  of  the  value  of  a 
railroad  shall  l>e  ascribed  to  the  dirt  in  a  fill  does  not  affect  the 
number  of  yards  of  dirt  and  other  material  in  such  fill. 

Some  of  these  important  matters  will  be  further  discussed  after 
we  have  taken  up  seriatim  and  analyzed  the  steps  taken  by  the 
Commission. 

• 

1.      ORGANIZATION   OF  THE   BOARD   OF   ENGINEERS. 

Five  engineers  were  appointed  by  the  Commission  to  take 
charge  of  this  work  under  a  director  of  valuation,  the  Honorable 
Charles  A.  Prouty.  The  Nation  is  divided  into  five  valuation  dis- 
tricts and  one  of  the  five  engineers  in  charge  of  the  valuation  as- 
signed to  each. 

The  states  of  Maine,  New  Hampshire,  Vermont,  Massachu- 
setts, Connecticut,  Ehode  Island,  Pennsylvania,  Maryland,  New 
Jersey,  Delaware,  Virginia,  West  Virginia  and  North  Carolina 
are  included  in  District  No.  1,  presided  over  by  Mr.  E.  F.  Wemlt, 
with  headquarters  at  Washington. 

The  states  of  Ohio,  Indiana,  Kentucky,  Tennessee,  South 
Carolina,  Georgia,  Alabama,  Mississippi  and  Florida  are  includ- 
ed in  District  No.  2,  presided  over  by  Mr.  H.  M.  Jones  with  head- 
quarters at  Chattanooga. 

The  states  of  Michigan,  Wisconsin,  Minnesota,  Iowa,  Illinois, 
Arkansas  and  Louisiana  are  included  in  District  No.  3.  presided 
over  by  Mr.  W.  D.  Pence  with  headquarters  at  Chicago. 

The  states  of  North  Dakota,  South  Dakota,  Nebraska,  Col- 
orado, Kansas,  Missouri,  Oklahoma  and  Texas  are  included  in 
District  No.  4,  presided  over  by  Mr.  J.  S.  Worley  with  head- 
quarters at  Kansas  City. 

The  remainder  of  the  Nation,  including  the  states  of  Montana. 
Wyoming,  Idaho,  Nevada,  Utah,  New  Mexico.  Arizona,  Washing- 
ton, Oregon  and  California,  is  included  in  District  No.  5,  presid- 
ed over  by  Mr.  R.  A.  Thompson  with  headquarters  in  San  Fran- 
cisco. 

Working  in  accordance  with  a  resolution  of  this  Association 
passed  at  the  last  session,  an  advisory  committee  representing 
the  states  has  been  selected  as  follows : 
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District,  No.  1.     F.  G.  MacLeod,  Massachusetts. 
E.  C.  Niles,  New  Hampshire. 
M.  E.  Maltbie,  New  York. 

District  No.  2.     K.  H.  Burr,  Florida. 

C.  M.  Candler,  Georgia. 
E.  W.  Doty,  Ohio. 

District  No.  3.     Clifford  Thome,  Iowa. 

Lawton  T.  Hemans,  Michigan. 
Halford  Erickson,  Wisconsin. 

District  No.  4-     W.  D.  Williams,  Texas. 
J.  M.  Atkinson,  Missouri. 
Geo.  A.  Henshaw,  Oklahoma. 

District  No.  5.     John  M.  Eshleman,  California. 
H.  F.  Bartine,  Nevada. 
Clyde  B.  Aitchison,  Oregon. 

2.      VALUATION   CIRCULAR   NUMBER   1. 
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INSTRUCTIONS  AS  TO  PRELIMINARY  WORK  TO  BE  DONE  BY  CARRIERS. 

The  ostensible  purpose  of  this  circular  was  to  explain  to  the 
carriers  what  the  Commission  intends  them  to  do  in  preparing 
their  part  of  the  work  of  valuation,  especially  concerning  the 
assembling  of  maps,  profiles  and  other  valuation  data,  Kailroads 
with  a  gross  income  not  exceeding  f  100,000  annually  are  excused 
from  preparing  the  information  required  by  this  circular.  It 
would  seem  that  the  issuance  of  this  circular  should  much  facil- 
itate the  preliminary  work  of  the  valuation  corps. 

3.      SPECIFICATIONS    FOR    MAPS    AND    PROFILES. 

This  so-called  map  order  was  the  first  specific  order  issued  by 
the  Commission  and  was  sent  to  the  carriers  in  January,  1914, 
to  become  effective  February  1,  1914. 

The  order  prescribes  specifications  for  maps  and  profiles  and 
in  an  appendix  gives  examples  of  rights  of  way  maps,  profiles 
and  station  plats  in  the  form  desired  by  the  Commission. 

This  order  led  to  a  serious  difference  of  opinion  between  the 
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Government  and  the  carriers,  and  it  is  worthy  to  be  noted  that 
the  carriers  maintained  most  of  their  contentions. 

Prior  to  the  issuance  of  the  map  order  of  February  1,  1914,  the 
Government  on  August  1,  1913,  nad  issued  a  tentative  map  order 
which  led  to  a  number  of  hearings  and  discussions  and  resulted 
in  the  specific  order  here  discussed.  The  discussions  made  it 
clear  that  much  field  work  on  the  part  of  the  railroad  companies 
would  be  avoided  if  the  Government  would  furnish  copies  of  its 
own  field  notes  to  the  railroad  companies.  These  companies  in 
turn  agree  to  furnish  to  the  Government  blue  prints  of  their  ex- 
isting maps,  marking  thereon  appropriate  locations  of  structures 
of  more  recent  construction. 

The  part  of  the  order  prescribing  that  all  maps  and  profiles 
shall  be  made  by  hand  or  by  a  lithographic  process,  approved  by 
the  Commission,  on  the  best  grade  of  tracing  cloth  provoked  most 
of  the  opposition  of  the  carriers.  It  was  maintained  that  such 
a  requirement  would  result  in  an  enormous  expenditure  by  the 
railroad  companies  and  that  the  Government  should  be  satisfied 
with  blue  prints  or  negatives  from  which  white  prints  could  be 
made  at  any  time.  It  cannot  be  determined  from  the  records 
available  to  your  Committee  whether  or  not  the  Government  has 
receded  from  its  original  demands  in  this  regard.  It  seems  clear 
to  us,  however,  that  for  permanent  records  tracing  cloth  only 
should  be  considered  the  proper  material.  It  is  uniformly  re- 
ported by  engineers  that  blue  prints  and  negatives  not  only  de- 
teriorate rapidly  but  are  quite  unsatisfactory  for  reproduction 
purposes;  furthermore,  it  is  impossible  to  note  thereon  the  con- 
stontiv  PcruT-^n<T  changes  that  must  be  recorded. 

Maps,  profiles  and  plans  are  the  very  foundation  upon  which 
each  appraisal  of  the  physical  property  of  a  railroad  must  neces- 
sarily rest.  No  effort  within  reason  should  be  spared  to  make 
such  records  reliable  and  permanent. 

4.      VALUATION    ORDER    NUMBER    2. 
'$>  ABANDONED  PROPERTY. 

It  is  sometimes  contended  by  the  carriers  that  abandoned  prop- 
erty is  property  which  the  carrier  no  longer  owns  or  as  to  which 
it  no  longer  claims  ownership.  It  is  not  our  understanding  that 
it  is  the  intention  of  the  Interstate  Commerce  Commission  to 
Jiave  the  definition  so  limited.  Abandoned  property  consists  of 
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property  withdrawn  or  retired  from  service.  A  building  owned 
by  a  carrier  and  standing  upon  land  owned  by  the  same  carrier, 
and  once  used  in  its  transportation  business  by  the  carrier,  is 
abandoned  if  it  is  no  longer  in  use  for  transportation  purposes 
•or  purposes  incidental  thereto.  Operative  property  which  has 
become  non-operative  by  reason  of  disuse  properly  should  be  con- 
sidered abandoned  property,  for  it  certainly  is  abandoned  for  the 
purposes  for  which  the  carrier  is  chartered.  It  makes  very  little 
difference,  however,  if  definitions  are  carefully  made,  and  if  it 
is  known  just  what  is  meant  by  the  term  "abandoned  property" 
no  confusion  will  result.  But  if  the  definition  of  this  term  is 
left  to  the  discretion  of  the  engineer  making  the  appraisal  of 
the  company  of  course  much  confusion  will  arise.  The  final  val- 
uation of  a  property  of  a  carrier,  in  our  opinion,  unquestionably 
should  not  include  property  which  is  non-operative  unless  it  is 
necessarily  held  for  operative  purposes  in  the  immediate  future. 
It  is  our  belief  that  careful  descriptions  should  be  required  by 
the  Commission  of  all  property  of  a  doubtful  status  so  that  the 
Commission  can  determine  whether  such  property  should  be  in- 
cluded in  the  final  valuation  figures,  and  a  determination  of  thi^ 
fiiiostion  be  not  left  to  the  individual  opinions  of  different  en- 
gineers who  in  one  case  might  make  one  disposal  and  in  a  like 
case  make  a  different  disposal  of  property  similarly  affected. 

5.      VALUATION    ORDER    NUMBER    3.       REGULATIONS    TO    GOVERN    THE 
REPORTING   AND   RECORDING  OF   ALL   EXTENSIONS   OR  IMPROVE- 
MENTS OR  OTHER  CHANGES  IN  THE   PHYSICAL  PROPERTY 
OF   EVERY   COMMON   CARRIER. 

It  is  the  intent  of  Valuation  Order  No.  3  to  prescribe  the 
methods  of  reporting  and  recording  in  a  uniform  way  the  exten- 
sions, improvements  and  other  changes,  including  acquirements 
of  physical  property,  with  special  reference  to  the  valuation  now 
being  made. 

The  regulations  included  in  this  order  were  adopted  by  the 
Commission  after  discussion  with  the  carriers  and  several  state 
commissions.  We  believe  that  these  regulations  are  complete 
and  necessary  and  will  serve  a  very  useful  purpose. 

The  order  that  each  extension  or  improvement  or  other  change 
in  the  property  of  a  common  carrier  shall  be  covered  by  author- 
ity issued  by  an  executive  or  other  responsible  officer  of  the  car- 
rier seems  especially  important,  as  is  the  requirement  that  de- 
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tailed  cost  records  with  unit  analyses  shall  be  kept.  The  order 
does  not  require  addition  and  betterment  reports  for  any  rail- 
road for  which  the  Government  has  not  started  the  valuation 
work  during  the  preceding  year;  but  all  companies  will  be  re- 
quired to  keep  their  records  of  addition  and  betterment  work  and 
have  extensions  in  such  shape  as  will  permit  of  the  ascertain- 
ment of  such  information  desired  as  to  unit  costs.  We  under- 
stand that  there  is  still  considerable  opposition  on  the  part  of 
the  carriers  to  these  regulations,  but  we  do  not  believe  this  order 
should  be  modified. 

6.      VALUATION    ORDER    NUMBER    4.       INVENTORY    OF    MATERIALS 

AND  SUPPLIES. 

This  order  provides  for  the  making  of  an  inventory  of  all  ma- 
terials and  supplies  as  of  June  30th  of  each  year,  beginning  with 
June  30,  1914. 

This  order  has  likewise  been  objected  to  by  the  carriers,  al- 
though we  do  not  understand  the  ground  for  such  objection  as  it 
is  almost  a  universal  practice  to  make  such  inventory  at  the  end 
of  each  fiscal  year.  Such  an  inventory  will  save  the  engineer 
making  a  valuation  much  field  work  and  avoid  the  omission  or 
duplication  of  many  small  items  of  property  carried  in  stock  and 
stored  in  material  yards. 

7.      FIRST    TENTATIVE    DRAFT    OF    INSTRUCTIONS    FOR    ROADWAY    AND 

TRACK   FIELD    PARTIES. 

In  our  opinion  these  instructions  are  the  most  important  of 
any  yet  issued  by  the  Commission.  They  were  the  subject  of 
much  correspondence,  prior  to  their  issuance,  between  the  Com- 
mission, the  carriers  and  the  state  commissions.  The  instruc- 
tions appear  to  be  sufficiently  broad  in  general  to  allow  of  a  cer- 
tain latitude  in  their  interpretation  which  is  desirable. 

A  number  of  subjects,  however,  are  not  touched  upon  in  the 
instructions,  the  handling  of  which  by  the  field  parties  will  be  of 
considerable  importance  in  the  final  result  of  valuation.  The 
more  important  we  think  it  wise  to  call  to  the  attention  of  the 
Association. 

a.     NON-OPERATIVE  PROPERTY. 

This  has  already  been  discussed  with  reference  to  abandoned 
property,  but  we  think  that  careful  details  should  be  made  by 
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the  engineers  as  to  all  property  not  actually  used  or  necessary 
in  the  operation  of  the  railroad.  Field  parties  should  be  in- 
structed to  enumerate  and  list  such  property  with  a  care- 
ful description  of  its  status. 

b.      DEPRECIATION. 

I  do  not  pretend,  as  Judge  Prouty  suggested,  that  I  can  in, 
anywise  give  any  light  to  the  men  engaged  in  valuation,  on  the 
important  subject  of  depreciation.  However,  I  find  that  what  is 
said  here,  which  merely  represented  an  outline  view,  has  been 
misunderstood  by  quite  a  few  people  who  have  read  it.  Therefore- 
after  I  have  read  the  report  I  desire  to  comment  on  this  par- 
ticular paragraph,  and  also  to  put  in  a  substitute  which  will  show 
exactly  what  I  mean. 

This  subject,  which  of  course  is  of  great  importance,  is  only 
very  slightly  touched  upon  in  the  instructions.  It  is  our  under- 
standing that  the  final  determination  as  to  the  depreciated  value 
of  the  carriers'  property  will  not  be  left  for  the  decision  of  the 
field  parties. 

In  face  of  the  strong  contention  made  by  many  railroads  to 
the  effect  that  there  is  no  such  thing  as  depreciated  value  and 
that  the  present  value  of  the  physical  property  equals  100  %  of" 
the  reproduction  cost  new,  we  should  be  very  careful  in  treat- 
ing this  subject.  It  would  seem  essential  that  the  engineers  in 
the  field  should  note  in  their  field  books  and  records  the  condi- 
tion of  all  items  inventoried  and  that  definite  rules  should  be 
given  for  estimating  depreciation.  The  age  of  the  various  units 
should  be  determined  from  the  records  and  not  estimated  from 
inspection.  While  depreciation  cannot  be  determined  solely 
from  the  acre  of  the  units  involved,  yet  this  has  an  important  bear- 
ing and  should  be  noted  together  with  the  actual  condition  so 
far  as  the  one  inspecting  can  determine.  The  condition  as  ac- 
tually found  in  the  field  should  always  be  noted  and  used  as  a 
check  against  office  records. 

The  instructions  that  the  assistant  field  engineer  shall  make 
notes  showing  "the  repairs  necessary  to  structures"  seems  to  us 
to  be  practically  valueless. 

Right  here  I  might  pause  just  to  explain  the  differentiation  I 
was  trying  to  make  between  the  depreciation  which  we  have  to 
allow  in  a  rate  inquiry  and  the  depreciation  that  I  understand  the- 
engineers  can  get  at  from  an  inspection  of  the  property.     The 
fact  that  the  committee  is  dealing  here  with  the  engineering  work, 
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and  what  is  done  by  the  field  party,  has  been  lost  sight  of  by  some 
with  whom  I  agree  entirely  on  the  general  subject.  But,  gentle- 
men, the  engineer  cannot  go  out  and  look  at  a  piece  of  property 
and  tell  when  it  will  be  obsolete.  He  can  tell  its  physical  con- 
dition. Of  course  depreciation  generally  includes  items  other  than 
those  which  I  have  called  physical  depreciation,  but  the  engineer 
in  inspecting  property  certainly  cannot  tell  that  there  will  be  an 
Invention  that  will  put  some  of  that  property  out  of  business 
before  it  wears  out.  I  was  merely  trying  to  point  out  that  the 
field  parties  should  be  limited  to  physical  depreciation.  These 
other  things  are  the  result  of  an  absolutely  independent  judgment. 
Obsolescence  and  supersession,  and  all  those  other  big  words  that 
ive  have  grown  to  understand,  or  think  we  understand,  are  en- 
tirely apart  from  and  cannot  be  determined  by  a  physical  inspec- 
tion of  the  property.  That  is  all  I  was  trying  to  convey  in  these 
remarks.  But  I  do  not  contend  for  a  moment  that  the  final  value 
•of  the  property,  or  the  reproduction  cost  less  depreciation,  will 
l)e  determined  by  finding  the  cost  to  reproduce  it  new,  and  then 
deducting  merely  the  amount  which  the  engineers  will  report 
on  these  forms.  There  will  have  to  be  added  other  elements  that 
are  the  result  of  an  independent  judgment.  That  was  all  I  was 
trying  to  point  out,  and  I  will  revise  the  paragraph  for  the  printed 
proceedings,  so  as  to  indicate  clearly  that  the  committee  does  not 
mean  to  convey  the  idea  that  the  only  depreciation  is  actual 
physical  deterioration  of  the  elements  of  the  property.  I  shall 
be  glad  to  leave  the  rest  of  the  depreciation  to  somebody  else. 

C.      MATERIALS   AND  SUPPLIES   OX   HAND. 

Xo  instructions  are  given  as  to  the  handling  of  stores  and 
•supplies.  A  great  deal  of  material  will  be  found  alongside  the 
tracks  and  in  material  yards  which  is  not  listed  in  the  companies' 
inventory,  and  which,  if  not  appraised  and  inventoried  while  go- 
Ing  over  the  line,  cannot  be  traced  from  office  records. 

The  compliance  by  the  carriers  with  Commission's  Valuation 
Order  No.  2,  requiring  the  inventory  of  materials  and  supplies, 
will  obviate  most  of  the  difficulties. 

It  seems  also  that  the  condition  of  the  stores  and  supplies 
should  be  recorded  by  the  field  parties. 

I  will  say  that  these  comments  are  made  after  consultation 
•with  our  engineering  department,  and  they  are  suggested  as  things 
that  ought,  in  our  opinion,  to  be  done  provided  they  do  not  cost 
too  much. 


PROCEEDINGS   OF  THE   CONVENTION.  157 

I  understand  that  it  is  always  easier  for  the  fellow  on  the  out- 
side to  give  advice  as  to  the  way  to  do  a  thing  than  it  is  to  do  it, 
and  it  may  well  be  that  some  will  think,  as  to  some  of  these 
refinements  we  have  suggested  here,  that  while  they  ought  to  be 
done  the  results  will  not  be  worth  the  expenditure.  Just  as  has 
been  pointed  out  by  Judge  Prouty  there  are  many  of  these  things 
that  are  practically  impossible  of  accomplishment. 

But  I  want  to  read  to  you  the  last  one  of  these,  under  general 
instructions. 

If  it  is  proposed  to  dispose  of  the  important  item  "condition 
of  property"  in  a  paragraph,  we  would  suggest  that  the  instruc- 
tions should  be  more  detailed  and  more  definite.  As  a  basis  for 
discussion  we  suggest  the  following  which  is  in  line  with  the 
work  done  by  the  California  Commission : 

"The  assistant  field  engineer  shall  make  notes  of  the  present  general  condition 
of  the  property  as  well  as  the  condition  of  the  units  which  make  up  the  whole. 
He  shall  note  dates  of  manufacture  and  installation  of  materials  and  structures, 
repairs  and  renewals  which  should  be  made,  the  extent  of  wear  on  track  material, 
estimated  age  of  structures  and  materials  where  actual  age  canont  be  determined. 
He  shall  also  note  standard  of  maintenance  in  comparison  with  new  construction, 
and  shall  from  this  data  and  any  other  obtainable  evidence  he  may  be  able  to  gather 
in  the  field,  state  what  part  or  percentage  of  the  useful  life  of  the  property,  in  its 
present  service,  yet  remains,  and  what  items  will  have  a  value  when  the  useful 
life  of  the  property  as  a  whole  is  ended.  These  notes  shall  be  complete  enough 
to  make  it  possible  to  differentiate  between  functional  depreciation,  deferred  nat- 
ural depreciation  and  the  depreciation  which  is  normally  taken  care  of  by  seasonal 
repairs  and  renewals." 

Now  I  will  skip  to  the  tenth,  which  I  consider  one  of  the  most 
important  suggestions,  particularly  since  Mr.  Maltbie  and  I  agree 
entirely  on  it.  It  could  not  possibly  be  wrong  under  those  circum- 
stances. ( Laughter. ) 

10.      CLASSIFICATION   OF   INVESTMENT   IN   ROAD   AND   EQUIPMENT  OF 

STEAM  ROADS. 

This  classification  of  investment  in  road  and  equipment  super- 
sedes the  classification  of  expenditures  for  road  and  equipment, 
first  revised  issue  effective  July  1,  1907,  with  the  supplement 
thereto  effective  July  1,  1908,  and  also  the  classification  of  ex- 
penditures for  additions  and  betterments,  first  revised  issue  ef- 
fective July  1,  1910.  It  also  supersedes  conflicting  instructions 
contained  in  Accounting  Bulletin  No.  8. 

This  new  classification  differs  so  materially  from  the  older  ac- 
counting instructions  superseded  by  it  that  we  believe  it  is  worthy 
the  careful  consideration  of  this  Association.  We  believe  as  a 
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whole  it  is  a  distinct  advance  over  the  older  classifications.  New 
accounts  have  been  provided  for  investments  in  several  classes 
of  property  which  under  former  classifications  were  included  in 
other  accounts. 

Concise  definitions  and  instructions  appear  in  the  general  in- 
troductory instructions  to  the  classification  which  if  strictly  fol- 
lowed in  the  valuation  work  will,  in  our  opinion,  do  away  with 
much  confusion  and  clear  up  much  ambiguity  which  might  other- 
wise exist.  The  terms  "construction,"  "original  road,"  "orig- 
inal equipment,"  "road  extensions,"  "equipment,"  "fixed  improve- 
ments," "additions"  and  "betterments"  are  clearly  defined.  The 
definition  of  "cost"  merits  special  attention.  It  is  as  follows : 

"Costs  shall  be  actual  money  costs  of  the  carrier.  Where  a  portion  of  the 
funds  expended  by  the  carrier  has  been  obtained  through  donations  by  states, 
municipalities,  individuals,  or  others,  no  deductions  on  account  of  such  donations 
shall  be  made  in  stating  the  costs.  Contributions  for  joint  expenditures  should 
not  be  considered  as  donations.  The  carrier's  proportion  only  of  the  cost  of  joint 
projects,  such  as  the  construction  of  jointly  owned  tracks  and  elimination  of  high- 
way crossings  at  joint  expense,  shall  be  included  in  these  accounts." 

This  definition  is  at  least  ambiguous.  In  assuming  to  treat 
the  question  of  donations  it  is  by  so  much  an  advance  over  the 
old  system.  But  a  careful  analysis  shows  that  this  definition  will 
have  to  be  modified  else  abuses  will  be  possible. 

In  the  classification  of  Income,  Profit  and  Loss  and  General 
Balance  Sheet  Accounts  for  Steam  Roads,  effective  July  1,  1914, 
under  credits  to  "Profit  and  Loss,"  Account  606 — "Donations," 
reads  as  follows: 

"This  account  shall  include  amounts,  creditable  to  surplus,  of  cash  or  its  equiv- 
alent in  estimated  money  value  at  the  time  of  acquisition  of  lands  or  other  property 
donated  by  individuals  or  companies  for  the  construction  or  acquisition  of  property. 
It  shall  also  include  donations  made  by  individuals  and  companies  in  connection 
with  the  construction  of  new  lines  for  the  purpose  of  compensating  the  carrier 
.for  loss  anticipated  during  the  early  period  of  operation." 

Under  this  definition,  a  carrier  which  has  received  a  piece  of 
real  estate,  for  example,  as  a  donation  appraises  such  real  estate, 
charges  such  appraised  value  to  capital  account  and  credits  the 
same  amount  to  surplus.  The  net  result  is  that  the  carrier's  sur- 
plus from  which  dividends  may  be  declared  is  augmented  by  all 
of  such  donations.  At  least  this  is  the  interpretation  that  is 
being  placed  upon  this  account  by  accountants.  The  net  effect, 
in  our  opinion,  of  this  definition  here  considered  and  the  defini- 
tion from  Classification  of  Income,  Profit  and  Loss  and  General 
Balance  Sheet  Accounts  referred  to,  upon  the  valuation  work  is 
illustrated  as  follows: 
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When  it  is  desired  to  secure  the  cost  under  the  first  definition 
that  cost  will  be  made  up  of  two  elements,  first,  the  money  ac- 
tually expended  by  the  carrier  from  its  own  funds,  and,  second, 
the  money  actually  expended  by  the  carrier  from  cash  donations, 
while  in  the  case  of  a  carrier  which  has  received  property  dona- 
tions the  cost  will  appear  to  be  only  the  money  expended  from 
its  own  funds.  It  may  be  that  taking  all  of  the  accounts  together 
this  ambiguity  is  cured,  but  it  is  the  opinion  of  your  Committee 
that  the  definition  we  are  here  discussing  should  be  revised  so 
that  the  cash  equivalent  of  donated  property  shall  be  included  in 
the  sum  which  goes  to  make  up  "cost," 

The  accounts  also  provide  that  in  certain  cases  additions  and 
betterments  may  be  charged  as  operating  expenses.  If  it  is  to 
be  assumed  that  a  company  is  entitled  to  a  return  on  the  fair 
value  of  its  property  and  this  fair  value  is  to  be  effected  by  the 
reproduction  cost,  then  it  would  mean  that  if  any  additions  and 
betterments  are  charged  as  operating  expenses  and  therefore  be 
entitled  to  pay  for  them  out  of  earnings,  it  would  likewise  have 
the  same  property  items  included  when  a  reproduction  value  is 
made. 

Those  new  accounts  are  very  valuable  in  prescribing  the  bases 
of  charges  to  be  shown  in  the  carriers'  accounts.  We  believe 
that  all  charges  on  the  books  of  the  carrier  should  be  based  on 
actual  cost  in  money  or  proper  appraised  value  of  donations  at 
the  time  of  their  receipt  and  not  on  any  fictitious  values  of  mere 
intercorporate  and  book  transactions.  These  accounts  quite 
properly  provide  that  the  money  value  of  a  consideration  given 
by  a  carrier  for  property  when  such  consideration  is  not  in  money 
shall  be  charged  and  the  actual  consideration  described  in  the 
record  in  sufficient  detail  to  identify  it.  This  requirement  is  of 
special  importance  in  connection  with  the  cost  of  transportation 
which  is  destined  to  be  one  of  the  very  important  controverted 
points  in  these  valuations.  Although  it  has  been  the  practice 
of  the  carriers  to  transport  company  materials  at  estimated  cost, 
yet  now  it  is  being  insisted  that  commercial  freight  rates  should 
apply. 

This  question  is  one  of  profound  importance  and  we  suggest 
the  propriety  of  this  Association  carefully  considering  it. 

I  do  not  know  whether  they  have  suggested  it  to  the  Interstate 
Commerce  Commission,  but  in  a  case  pending  before  our  com- 
mission the  value  is  almost  doubled  bv  the  practice  of  the  carrier 
in  imposing  commercial  freight  rates  when  as  a  matter  of  fact 
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before  they  had  charged  merely  the  cost  of  transporting  men  and 
materials. 

I  will  skip  the  next  two  or  three  items.  I  want  to  read  number 
eleven. 

11.      INVENTORY  AND  APPRAISAL  FORMS. 

It  appears  that  the  Commission  has  thus  far  issued  42  ap- 
praisal forms  covering  26  of  the  accounts  corresponding  to  the 
new  classification  of  investment  in  road  and  equipment  of  steam 
roads.  It  is  necessarily  impossible  to  discuss  in  detail  these 
various  forms.  We  suggest,  however,  that  the  adoption  of  gen- 
eral forms,  such  as  the  Commission's  forms  Nos.  8  and  9,  while- 
they  will  simplify  clerical  and  office  work,  will  not  be  in  the  in- 
terest of  accuracy  as  a  whole.  The  more  that  is  left  to  the  dis- 
cretion of  the  individual  appraisers  the  less  uniformity  will  re- 
sult. Definite  instructions  should  be  given  in  all  cases  where 
possible  to  the  end  that  uniformity  shall  result.  The  more  gen- 
eral the  terms  the  less  accurate  the  information. 

Certain  general  comments  we  think  properly  should  be  made. 

The  forms  call  for  entries  in  three  columns  headed  "Original 
Cost  to  Date,"  "Cost  of  Reproduction  New"  and  "Cost  of  Re- 
production less  Depreciation."  Before  any  intelligent  entries 
can  be  made  in  these  columns  it  is  absolutely  essential  that  the 
definition  of  these  three  terms  be  given,  and  no  specific  definitions 
have  been  given  to  the  engineers  so  far  as  our  information  goes  of 
these  terms.  It  is  necessary  to  suggest  that  on  these  definitions 
the  entire  value  of  the  valuation  work  may  depend.  We  assume 
the  term  "Original  Cost  to  Date"  is  intended  to  agree  with  the 
general  instructions  in  the  new  classification  of  investment  in 
road  and  equipment  of  steam  roads,  as  defined  on  pages  9  to  14. 
There  is  nothing  in  the  valuation  forms,  however,  to  confirm  such 
an  understanding.  As  the  forms  stand  it  is  possible  to  interpret 
the  term  "Original  Cost  to  Date"  as  intended  to  cover  the  orig- 
inal cost  plus  all  additions,  betterments  and  maintenance 
charges.  Unless  specific  instructions  are  given  to  those  making 
the  armraisal  there  is  danger  that  these  terms  shall  be  so  inter- 
preted. 

A  clean  cut  definition  of  the  term  "cost  of  reproduction  new" 
is  just  as  essential.  As  the  term  stands  it  is  not  clear,  for  in- 
stance, whether  a  company  which  has  second-hand  rails  in  its 
tracks  should  show  those  rails  in  this  column  at  the  reproduction 
cost  of  second-hand  rails  or  new  rails.  We  assume  that  what  is 
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desired  to  be  ascertained  is  the  cost  to  reproduce  an  item  of  prop- 
erty in  the  condition  in  which  it  was  acquired,  but  this  is  not 
made  plain  in  the  form. 

In  the  valuation  work  of  some  of  the  commissions,  these  terms 
have  been  denned  with  some  care.  The  California  Commission 
has  adopted  definitions  which  are  adhered  to  in  all  valuation 
cases.  While  not  contending  that  these  definitions  are  the  best 
than  can  be  had,  for  the  purpose  of  giving  a  basis  for  discussion 
we  submit  them.  These  definitions  are  as  follows: 

"The  term  'original  cost'  means  the  original  book  cost  and  is  defined  as  the 
actual  expenditures  chargeable  to  capital  account  in  accordance  with  the  Interstate 
Commerce  Commission's  classifications,  in  cash  or  its  equivalent  in  terms  of  cash, 
by  the  public  utility  for  its  operative  property  as  of  the  date  of  the  valuation." 

"The  term  'reproduction  cost'  is  defined  as  the  estimated  cost  in  cash  of  acquiring 
the  operative  right  of  way  and  other  operative  real  estate  and  of  reproducing,  in 
the  condition  in  which  it  was  acquired,  the  other  physical  property  of  the  public 
utility  as  of  the  date  of  the  valuation ;  to  which  are  added  overhead  expenditures 
for  engineering,  law,  interest  and  other  similar  items." 

"'The  term  'reproduction  cost  less  depreciation'  is  defined  as  the  reproduction  cost 
less  the  diminution  in  the  value  of  the  physical  elements  of  the  property  due  to 
use,  age,  obsolescence,  inadequacy  and  other  causes,  this  diminution  being  called 
'depreciation,'  and  plus  the  increase  in  the  value  of  the  physical  elements  of  the 
property  due  to  age  and  other  causes,  this  increase  being  called  'appreciation.' " 

It  is  worthy  of  note  that  nowhere  in  the  Interstate  Commerce 
Commission's  valuation  forms  is  there  made  any  provision  to 
show  allowances  in  the  "reproduction  cost"  and  the  "reproduc- 
tion cost  less  depreciation"  for  contingencies.  We  think  that 
this  should  be  taken  care  of  in  some  manner. 

We  merely  throw  out  these  suggestions.  Of  course  the  Inter- 
state Commission  always  has  the  cost  in  view,  and  if  these  refine- 
ments cost  too  much,  it  may  not  be  worth  while  to  make  any 
changes  in  reference  thereto. 

Now  omitting  12,  we  will  turn  to  13. 

/ 

13.      THE  WORK  DONE  BY  THE  CARRIERS  THROUGH  THE  PRESIDENTS' 
CONFERENCE  COMMITTEE. 

A  large  committee  representing  railroad  interests  has  been 
formed,  called  the  Presidents'  Conference  Committee.  This  Com- 
mittee is  divided  into  three  groups — the  eastern,  western  and 
southern  groups — with  counsel,  engineering  committees,  a  gener- 
al secretary,  and  permanent  group  of  engineers,  equipment  of- 
ficers, a  land  committee,  and  committee  on  the  preparation  of 
financial  histories  and  accounts.  This  committee,  shortly  after 
the  instructions  to  field  and  government  parties  were  issued,. 
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gave  out  its  own  field  instructions  to  the  railroad  field  parties 
and  the  "pilots"  accompanying  the  government  field  parties. 
These  instructions  are  in  considerably  greater  detail  than  those 
issued  by  the  Government,  Instructions  to  office  and  field  en- 
gineers and  all  other  interested  parties  relative  to  the  study  of 
hidden  and  extraordinary  quantities  and  of  special  features  of 
construction  not  visible  in  the  field  inspection  have  been  compiled 
in  the  most  exhaustive  and  detailed  form  and  sent  to  all  carriers 
in  the  United  States  with  the  recommendation  that  each  com- 
pany issue  general  instructions  and  orders  to  all  of  its  employees 
on  these  subjects. 

The  committee  has  also  compiled  a  large  number  of  cost  data 
collection  forms.  These  are  compiled  in  accordance  with  the 
Interstate  Commerce  Commission's  Classification  for  Eoad  and 
Equipment  Accounts,  and  enumerate  every  possible  item  of  cost 
and  value  that  may  be  considered  in  valuation  work. 

One  of  the  most  interesting  documents  issued  by  the  Pre>xi- 
dents'  Conference  is  that  entitled,  "Instructions  to  Office  and 
Field  Engineers  and  all  Other  Interested  Parties  Relative  to  the 
Study  of  Hidden  and  Extraordinary  Quantities  and  Special 
Features  of  Construction  not  Visible  on  Field  Inspection/'  In 
this  the  committee  points  out  several  hundred  "invisible  and 
hidden"  items  of  construction  and  expense.  Some  of  these  are 
as  follows:  Extra  watchman;  switch  tenders;  signal  men  em- 
ployed during  construction;  buildings,  bridges  or  structures 
moved  or  torn  down  during  construction;  effects  of  erosion; 
special  assessments  against  washouts,  landslides,  fires,  wrecks, 
injuries  to  persons  during  construction;  equipment  lost  or  de- 
stroyed during  construction;  new  lines  or  structures  begun  or 
not  completed;  construction  of  improvements  on  which  work  was 
suspended  and  then  resumed;  temporary  leases  of  property  to 
permit  of  construction;  temporary  yards  for  storage  of  con- 
struction material;  snow  sheds  taken  down  and  abandoned. 

We  merely  call  attention  to  the  activity  of  the  Presidents' 
Conference  to  show  the  importance  which  is  attached  to  this 
valuation  work  by  the  roads  themselves.  It  may  be  well  expected 
that  nothing  will  be  left  undone  by  the  representatives  of  these 
groat  enterprises  to  bring  about  a  valuation  as  favorable  to  their 
contentions  as  is  possible.  We  have  already  referred  to  the  con- 
tention of  the  carriers  with  reference  to  depreciation  and  also 
with  reference  to  transportation  charges  of  men  and  material. 
It  cannot  bo  doubted  that  the  alert  and  intelligent  reprosenta- 
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tives  of  the  roads  will  see  to  it  that  every  fact  favorable  to  their 
properties  is  given  due  prominence.  It  is  plainly  apparent  that 
the  carriers  do  not  consider  that  the  effect  of  this  valuation  work 
will  be  seen  alone  in  rates  but  it  is  also  quite  likely  that  a  basis 
of  valuation  for  possible  sales  to  the  Government  may  be  con- 
templated. 

In  making  up  this  report  your  Committee  has  been  handicap- 
ped by  lack  of  time  at  the  disposal  of  its  members  and  likewise 
by  its  inability  to  get  together  and  discuss  important  questions 
involved.  We  have  limited  its  scope  purposely  to  what  may  be 
called  merely  an  analysis  of  what  has  been  done  rather  than  an 
attempt  to  criticize  with  great  care  the  work  accomplished.  IP 
this  we  have  felt  that  we  were  complying  with  the  desires  of  the 
Executive  Committee.  We  understand  that  quite  recently  the 
Valuation  Board  has  revised  some  of  its  forms  and  has  adopted 
many  improvements  in  these  methods.  These  changes  are  of  too 
recent  date  to  be  available  for  this  analysis.  We  have  outlined 
what  we  think  some  of  the  problems  to  be  more  that  discussion 
might  be  provoked  with  its  attendant  benefits  than  that  any- 
thing should  be  finally  settled.  We  realize  that  this  work  is  in 
good  hands  and  we  also  realize  that  the  Commission  and  those 
in  charge  of  its  Valuation  Division  must  reach  arithmetical  re- 
sults and  that  any  discussion  of  fundamental  theories  does  not 
dispense  with  the  necessity  of  reaching  conclusions  which  must 
be  numerically  expressed. 

The  question  of  depreciation  and  the  controversy  over  "condi- 
tional per  cent/'  the  proper  treatment  of  abandoned  property, 
the  disposition  of  donations,  the  proper  charge  for  the  transpor- 
tation of  men  and  materials,  the  correct  definition  of  the  various 
engineering  terms,  such  as  "cost  of  reproduction,"  etc.,  are  mat- 
ters that  cannot  be  decided  in  any  off-hand  way.  The  members 
of  yo'ur  Committee  have  their  individual  opinions  on  these  mat- 
ters which  will  be  expressed  when  this  and  the  report  of  the 
Valuation  Committee  are  considered.  We  respectfully  suggest 
that  the  reports  of  these  two  committees  be  considered  together. 
We  make  no  positive  recommendations  because  we  do  not  believe 
it  is  within  our  province  so  to  do.  The  Interstate  Commerce  Com- 
mission has  indicated  its  willingness  and  desire  to  consult  with 
this  Association  and  the  various  state  commissions  in  this  tre- 
mendously important  work,  but  in  the  final  analysis  the  Inter- 
•state  Commerce  Commission  is  the  one  to  decide  and  not  this  Asso- 
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elation.  We  do  believe,  however,  that  the  interests  of  the  several 
states  is  at  least  as  great,  if  not  as  direct,  as  the  interest  of  the 
carriers  and  we  commend  the  work  of  the  Advisory  Committee 
on  Valuation  and  believe  that  this  committee  should  be 
continued  and  that  it  should  keep  in  close  touch  with  the  work  of 
valuation  as  it  proceeds  to  the  end  that  the  states  may  be  suf- 
ficiently informed  to  make  intelligent  objections  to  any  findings 
made  by  the  Commission,  as  is  allowed  by  law,  when  such  find- 
ings are  announced  and  to  lend  advice  from  time  to  time  as  the 
work  progresses. 

Further  than  this  we  make  no  recommendations,  other  than  that 
the  work  of  the  states  and  the  advisory  committee  representing 
such  states  should  be  prosecuted  in  the  most  friendly  and  co- 
operative spirit  and  not  with  any  attitude  of  antagonism.  We 
believe  that  those  framing  the  statute  under  which  alone  the 
Commission  can  act  were  not  as  well  informed  on  the  problems 
to  be  met  as  might  have  been  desirable,  and  we  suggest  the  neces- 
sity of  a  study  of  the  statute  both  by  the  representatives  of  the 
states  and  the  Interstate  Commerce  Commission  with  a  view  to 
such  recommendations  to  Congress  by  way  of  suggested  amend- 
ments as  we  believe  will  be  found  imperative  as  the  work  pro- 
ceeds. It  is  our  belief  that  the.  work  mapped  out  in  the  statute 
is  impossible  to  be  accomplished  in  its  entirety,  but  we  further 
holieve,  proceeding  under  this  statute,  the  Interstate  Commerce 
Commission  will  develop  the  difficulties  of  the  plan.  While  we 
are  not  pessimistic  as  to  the  value  of  this  work,  still  we  believe 
it  will  not  meet  with  the  expectations  of  those  who  framed  the 
statute  under  which  the  work  was  undertaken.  And  we  most 
strongly  urge  the  necessity,  both  on  the  part  of  the  Interstate 
Commerce  Commission  and  the  states,  of  being  awake  to  the 
program  of  the  carriers  involved  to  lay  a  foundation  for  pro- 
ceedings in  court  which  may  ultimately  vitally  affect  both  reg- 
ulation, while  regulation  exists,  and  public  ownership  should  the 
Government  find  it  necesssary  to  enter  into  the  ownership  of 
the  railroads  of  this  country.  The  owners  are  entitled,  while 
private  ownership  exists,  to  fair  treatment  and  a  reasonable  earn- 
ing, and  if  the  railroads  shall  become  the  subject  of  purchase  or 
condemnation  they  are  likewise  entitled  to  a  fair  price  for  their 
properties.  But  there  are  many  contentions  now  uniformly  ad- 
vanced by  the  carriers  which,  in  our  opinion,  are  unfair  to  the 
public  and  which  must  be  intelligently  met  by  the  representa- 
tives of  the  public.  If  this  is  not  done  inevitably  the  great  in- 
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telligence  together  with,  the  preparedness  of  the  representatives 
of  these  many  millions  will  in  our  opinion  unquestionably  lead 
to  a  final  determination  of  this  valuation  inquiry  detrimental  to 
the  public  and  unduly  beneficial  to  the  carriers. 

Respectfully  submitted, 

JOHN  M.  ESHLEMAN, 
Chairman. 

There  is  one  other  thing  which  I  skipped,  to  which.  I  wish  to  call 
attention,  namely,  that  only  thirty  days  are  allowed  after  the 
filing  of  the  report  of  the  commission,  within  which  the  State 
can  protest,  and  it  is  suggested  herein  that  that  time  ought  to  be 
extended,  that  no  intelligent  checking  up,  if  such  intelligent 
checking  up  is  expected,  can  be  done  by  the  State  within  thirty 
days. 

Now  just  one  or  two  things  more,  and  then  I  shall  be  through, 
because  I  promised  to  comply  with  the  suggestion  of  the  Executive 
Committee  and  give  my  views  for  what  they  are  worth  as  to  the 
question  of  original  costs.  The  suggestion  of  the  resolution  is 
that  we  should  give  it  a  good  deal  of  thought.  We  have  done 
that,  and  we  shall  indicate  what  we  think  are  the  most  important 
factors  in  this  definition.  I  have  set  out  three  things  here,  which 
the  California  Commission  has  agreed  upon  after  the  most  careful 
study  we  can  give,  which  in  my  opinion  are  as  nearly  proper  as 
we  can  give,  or  else  we  would  not  have  adopted  them.  The  latter 
two  definitions  I  will  not  discuss.  The  question  of  original  cost 
to  date,  however,  is  one  that  Judge  Prouty  has  discussed  at  some 
length,  and  one  that  in  my  opinion  is  of  extreme  importance.  As 
I  understand  Judge  Prouty's  present  position  it  is  that  it  is  im- 
possible to  get  original  cost  to  date  without  an  expenditure  which 
is  too  great.  That  is  what  I  understand  to  be  his  position  upon 
that.  The  meaning  of  "original  cost  to  date"  is  much  contro- 
verted, but  in  my  opinion  it  means  of  course  the  original  cost  of 
the  thing  you  are  looking  at.  That  is,  it  does  not  mean  that  you 
take  the  books  from  the  beginning  and  take  all  the  cost  charges 
which  you  can  find  there,  and  say  that  is  the  original  cost  of  the 
present  physical  elements  which  you  are  looking  at.  It  is  the 
capital  expenditure,  the  investment,  eliminating,  as  Judge  Prouty 
suggests  that  we  try  to  eliminate,  all  improper  expenditures.  That 
would  be  the  original  cost  to  date,  eliminating  everything  that 
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is  not  a  capital  expenditure.  That  would  necessitate  going  into 
the  books  and  rewriting  them,  as  Judge  Prouty  has  suggested. 
His  suggestion  that  this  is  impossible  to  be  done  seems  to  me 
should  give  us  more  or  less  grave  concern,  because  in  my  opinion 
the  most  important  element  of  the  whole  thing  is  the  original  cost 
to  date.  I  think  it  is  finally  the  most  essential  thing  to  be  deter- 
mined. Now  if  it  cannot  be  determined,  we  are  up  against  a 
serious  proposition.  I  have  always  contended  that  the  cost  to 
reproduce  new  was  only  valuable  as  an  attempt  to  reproduce  a 
condition  the  evidence  of  which  is  lost,  In  other  words,  the  way 
that  reproduction  cost  new  grew  up  was  that  the  owners  of  the 
property  have  a  theory  that  we  ought  to  have  another  property 
just  like  that  one,  and  compare  it  with  the  property  to  be  sold 
or  to  be  regulated,  and  that  it  will  represent  the  value  of  the 
property  that  is  to  be  sold  or  regulated.  I  contend  that  is  not 
true,  and  that  the  very  essence  of  regulation  makes  it  impossible 
for  that  to  be  true ;  because  we  all  admit,  and  I  think  it  has  been 
pointed  out  by  the  Supreme  Court  of  the  United  States  so  that  we 
must  all  admit  it,  that  the  same  basis  of  valuation  cannot  be 
placed  upon  a  public  utility  as  is  placed  upon  an  unregulated 
industry.  It  is  an  economic  impossibility,  because  the  very 
function  of  regulation  is  to  prevent  that  being  done.  In  other 
words,  the  market  value  of  the  whole  thing  is  determined  by  its 
earning  power  at  the  present  time,  and  the  probable  permanence 
of  that  earning  power.  The  market  value  is  determined  by  those 
two  factors.  They  are  what  determine  the  market  value  of  the 
entire  enterprise.  Now  the  reproduction  new  theory  reasons  in 
this  way :  While  we  all  start  with  the  admission  that  the  market 
value  theory  is  inapplicable  to  a  regulated  industry,  where  the 
income  may  be  increased  or  diminished  by  an  outside  agency, 
still  it  is  contended  that  we  shall  take  the  segments  or  portions 
of  it,  and  one  by  one  build  up,  through  the  market  values  of  the 
various  elements,  a  total  reproduced  value,  which  shall  be  the 
value  of  the  property.  Now  I  do  not  believe  that  legally  or 
equitably  that  is  necessarily  true,  and  I  reach  this  conclusion  by 
the  following  reasoning : 

If  someone  has  a  piece  of  property  which  a  public  utility  desires 
to  buy,  that  public  utility  may  get  it  in  one  of  two  ways,  either 
by  purchase  or  condemnation.  Now  of  course  the  expenditure 
that  is  required  to  be  made  by  the  utility  at  that  time  should  be 
allowed  in  its  rate  or  in  its  final  value.  But,  just  as  soon  as  the 
utility  gets  hold  of  that  property,  either  by  condemnation  or  by 
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purchase,  there  is,  in  effect,  a  burden  put  upon  that  property  which 
absolutely  prevents  the  same  effect  being  had  upon  that  property 
as  to  increase  or  decrease  of  value  in  the  future  as  upon  property 
not  so  burdened.  I  will  illustrate  it  in  this  way :  If  I  have  a  piece 
of  land  the  chemical  analysis  of  which  shows  it  to  be  of  a  certain 
character,  and  that  land  is  located  in  California,  and  Governor 
Yates  has  another  piece  of  land  in  Illinois  of  exactly  the  same 
chemical  composition,  mine  may  be  worth  in  the  market  ten  times 
as  much  as  his  because  the  climatic  conditions  in  Illinois  are 
such  that  he  cannot  raise  oranges  upon  his  land,  while  I  can  raise 
them  on  my  land  in  California.  There  is  a  physical  condition 
that  affects  the  selling  price  of  that  piece  of  land.  Now  what 
difference  is  there  between  a  physical,  climatic  condition  and  a 
legal  bar?  If  I  have  two  pieces  of  land  side  by  side,  and  one  of 
them  may  be  sold  and  the  purchaser  may  take  one  of  them  and 
use  it  for  any  purpose  whatsoever,  or  if  I  have  one  such  piece  and 
another  man  has  another  piece  that  has  the  disability  upon  it 
that  it  may  be  used  for  only  one  purpose,  if  a  prospective  pur- 
chaser comes  along  he  will  always  take  the  first  piece  of  property, 
the  one  upon  which  there  are  no  restrictions.  In  other  words,  the 
one  piece  of  property  is  given  to  the  public  utility  through  con- 
demnation or  otherwise  on  the  theory  that  a  necessary  public 
function  should  be  exercised,  and  it  is  given  this  great  power  of 
condemnation  in  aid  of  that,  but  as  soon  as  that  piece  of  prop- 
erty is  taken,  it  is  entirely  denied  the  right  to  earn  as  unregulated 
property  may  earn,  and  each  one  of  the  elements  of  the  property, 
in  my  opinion,  has  that  servitude  upon  it.  Now  it  seems  to  me 
that  the  reproduction  new  theory,  while  it  may  be  absolutely 
necessary  to  determine  facts  or  to  get  light  upon  facts  the  evidence 
of  which  is  lost,  to  give  us  quantities  and  things  of  that  sort,  and 
while  it  may  be  all  right  in  that  regard,  yet  as  far  as  the  final 
value  is  concerned  it  has  very  little  to  do  with  it. 

Now  in  these  appraisals  it  seems  to  me  we  can  divide  the  matter 
into  three  parts :  First,  quantities  which  of  course  can  be  secured ; 
second,  prices  that  they  originally  cost,  which  Judge  Prouty  says 
cannot  be  secured,  and,  third,  the  condition — and  that  is  the  ques- 
tion of  depreciation.  If  we  cannot  find  out  what  the  property 
costs — and  the  Executive  Committee  brought  this  discussion  upon 
itself  by  asking  us  to  give  our  opinion  as  to  which  one  of  these  is 
of  the  most  importance — if  we  cannot  find  out  what  these  rail- 
roads cost,  it  is  my  opinion  that  the  act  under  which  the  commis- 
sion is  proceeding  so  admirably  should  be  amended  so  that  we  can 
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find  out  what  they  ought  to  have  cost.  In  other  words,  invest- 
ment is,  in  my  opinion,  by  far  the  most  important  element  in  this 
whole  inquiry ;  and  the  very  able  director  of  this  valuation,  whom 
we  all  admire,  and  whose  ability  is  not  questioned  by  anyone, 
suggests  that  the  investment  cannot  be  found  out.  Now  that 
being  the  case,  it  seems  to  me  that  we  ought  to  have  authority — 
which  I  understand  Judge  Prouty  contends  he  has  not,  and  I  think 
Mr.  Bends  suggests  that  they  ought  to  have  it — to  find  out  what 
the  property  ought  to  have  cost.  Perhaps  I  am  wrong  in  this, 
but  you  have  asked  my  view  as  to  the  most  important  item,  and 
I  say  the  most  important  item  is  the  investment  in  the  property 
as  determining  the  value  of  this  property  that  shall  finally  be 
imposed  upon  it. 

Now,  inasmuch  as  Mr.  Maltbie's  report  and  mine  go  right  along 
the  same  line,  I  suggest  that  before  we  take  up  the  discussion 
we  hear  his  report.  I  would  rather  you  would  shoot  at  both  of 
us  together  than  shoot  at  me  alone.  (Applause.) 

Mr.  MALTBIE,  of  New  York.  Mr.  President,  and  gentlemen,  the 
report  which  I  present  is  really  the  report  of  the  executive  com- 
mittee of  the  Committee  on  Valuation  of  Common  Carriers. 
Perhaps  a  word  of  explanation  is  desirable.  A  year  ago  this 
convention  created  a  new  committee  of  fifteen  members,  three 
from  each  of  the  five  valuation  districts  as  laid  out  by  the  Depart- 
ment of  Valuation  of  the  Interstate  Commerce  Commission.  It 
was  recognized  that  a  committee  of  fifteen,  from  every  part  of  the 
United  States,  would  probably  be  too  large  to  handle  the  practical 
matters  and  appear  before  the  Interstate  Commerce  Commission 
or  some  of  its  departments.  Hence  an  executive  committee  was 
organized,  one  from  each  of  the  five  valuation  districts  of  the 
United  States.  Thus  we  have  a  committee  of  fifteen  and  an 
executive  committee  of  five,  the  chairman  of  the  sub-committees 
in  the  various  districts  forming  the  executive  committee.  It  is 
this  executive  committee  that  has  had  charge  of  the  presentation 
of  matters  to  Director  Prouty,  and,  at  the  various  conferences  that 
have  been  held,  in  which  the  representatives  of  the  railroad  com- 
missioners and  the  representatives  of  the  railroads  have  been 
present.  Therefore  this  report  of  the  executive  committee  is 
practically  a  report  of  what  has  been  done  and  the  position  of 
the  executive  committee  in  the  various  conferences.  We  have  not 
attempted  to  discuss  in  detail  a  large  number  of  the  matters  that 
have  been  presented,  and  I  think  it  is  significant  that  although 
Mr.  Eshleman  prepared  his  report  without  seeing  ours,  and 
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although  we  knew  nothing  of  what  he  was  intending  to  say  in 
his  report,  and  although — perhaps  unfortunately,  perhaps  wisely 
— we  covered  the  same  ground  in  part,  there  are  very  few  differ- 
ences in  the  reports  of  the  two  committees,  and  I  do  not  think 
those  differences  are  fundamental.  I  think  they  are  rather  differ- 
ences in  the  method  of  expressing  ideas  than  in  the  ideas 
themselves. 

Commissioner  Eshleman  has  referred  to  certain  phases  of  the 
question  of  depreciation,  for  instance,  which  might  appear  to 
disagree  with  the  report  of  the  executive  committee;  but,  as  a 
matter  of  fact,  in  talking  them  over,  we  found  that  we  are  in 
entire  agreement,  and  that  a  change  of  language  would  have  put 
them  in  agreement  in  form.  There  is  no  disagreement  between 
the  two. 

REPORT     OF     EXECUTIVE     COMMITTEE     ON     VALUATION     OF 

COMMON   CARRIERS. 

The  Executive  Committee  of  the  General  Committee  on  Phys- 
ical Valuation  beg  to  submit  the  following  report : 

At  the  last  convention  of  the  National  Association  of  Railway 
Commissioners,  a  resolution  was  adopted  authorizing  the  ap- 
pointment by  the  president  of  the  Association  of  a  committee  on 
physical  valuation,  to  consist  of  fifteen  members,  three  from  each 
of  the  five  valuation  districts  into  which  the  United  States  had 
been  divided  by  the  Interstate  Commerce  Commission.  Soon 
after  the  adjournment  of  the  convention,  President  Finn  notified 
the  following  commissioners  of  their  appointment: 

CLYDE  B.  AITCHISON,  of  Oregon, 
J.  M.  ATKINSON,  of  Missouri, 
H.  F.  BARTINE,  of  Nevada, 

ORVILLE  F.  BERRY,  of  Illinois, 
HUDSON  B.  BURR,,  of  Florida, 

CHARLES  M.  CANDLER,  of  Georgia, 
E.  W.  DOTY,  of  Ohio, 

HALFORD  ERICKSON,  of  Wisconsin, 
JOHN  M.  ESHLEMAN,  of  California, 
LAWTON  T.  HEMANS,  of  Michigan, 
GEORGE  A.  HENSHAW,  of  Oklahoma, 
FRED  J.  MACLEOD,  of  Massachusetts, 
MILO  E.  MALTBIE,  of  New  York, 
E.  C.  NILES,  of  New  Hampshire, 
WILLIAM  D.  WILLIAMS,  of  Texas. 
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Under  the  rules  of  the  Association,  President  Finn  is  also  a 
member  of  the  committee,  ex-officio.  In  accordance  with  the  plan 
outlined  at  the  annual  meeting,  the  members  in  each  valuation 
district  were  to  constitute  a  sub-committee  to  deal  with  mat- 
ters of  interest  to  that  district  alone,  and  the  chairmen  of  these 
sub-committees  in  the  various  districts  were  to  constitute  the 
executive  committee,  the  following  persons  being  selected  a& 
chairmen  and,  therefore,  members  of  the  executive  committee: 

Eastern  District:    Milo  R.  Maltbie,  of  New  York. 
Southern,  District:     Charles  M.  Candler,  of  Georgia. 
Central  District:     Orville  F.  Berry,  of  Illinois. 
Western  District:    John  M.  Atkinson,  of  Missouri. 
Pacific  District:     John  M.  Eshleman,  of  California. 

The  membership  of  the  committees  has  remained  unchanged 
during  the  year  except  that  Hon.  Clifford  Thorne,  of  Iowa,  has 
been  appointed  to  succeed  Commissioner  Berry,  both  in  the  gen- 
eral committee  and  on  the  executive  committee. 

At  the  first  meeting  of  the  general  committee,  held  in  Chicago,. 
December  10,  1913,  Commissioner  Erickson  was  elected  chair- 
man and  Commissioner  Doty  secretary,  the  chairman  being  au- 
thorized to  appoint  a  vice-chairman  whenever  he  found  it  imprac- 
ticable to  act.  The  chairman  and  secretary  of  the  general  com- 
mittee were  made  ex-officio  members  of  the  executive  committee. 

At  this  meeting  a  resolution  was  adopted  authorizing  the 
executive  committee  to  represent  the  National  Association  in  all 
matters  connected  with  the  physical  valuation  of  the  property  of 
common  carriers  by  the  Interstate  Commerce  Commission,  to  call 
upon  other  members  or  experts  of  state  commissions  not  rep- 
resented on  the  committee  to  attend  hearings  and  conferences 
held  in  connection  with  valuation  work,  to  secure  the  fullest  pos- 
sible cooperation  between  all  state  commissions  and  the  Inter- 
state Commerce  Commission,  and  in  general  to  do  everything 
which,  in  the  judgment  of  the  executive  committee,  might  be  con- 
sidered necessary  or  advisable  to  protect  and  promote  to  the  full- 
est possible  degree  the  interests  of  the  several  states  and  of  the 
public  generally,  so  far  as  such  interests  may  be  affected  by  the 
valuation  of  common  carriers. 

At  the  first  meeting  of  the  executive  committee,  which  was 
held  in  Washington,  December  17,  1913,  Ron.  Milo  R.  Mnltbio, 
of  New  York,  was  selected  chairman.  Only  very  general  mat- 
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ters,  relating  to  the  work  of  the  Department  of  Valuation  of  the 
Interstate  Commerce  Commission  and  methods  for  keeping  the 
railroad  commissions  of  the  United  States  informed  as  to  the 
progress  of  the  work  and  of  advising  the  Valuation  Department 
of  the  Interstate  Commerce  Commission  as  to  the  position  of  the 
state  commissions  upon  various  matters,  were  discussed. 

During  the  year,  four  conferences  have  been  held  in  Washing- 
ton, each  one  consisting  of  from  one  to  three  days,  and  general- 
ly two  sessions  have  been  held  each  day.  The  executive  commit- 
tee was  represented  at  every  one  of  these  conferences.  Upon 
many  points  the  committee  has  advised  with,  the  members  and 
experts  of  several  state  commissions,  and  occasionally  opinions 
have  been  secured  from  persons  in  private  practice  who  had  had 
wide  experience  in  valuation  work.  So  far  as  we  have  been 
able  to  ascertain,  the  Interstate  Commerce  Commission  had  not 
appraised  any  public  utility  prior  to  the  enactment  of  the  law 
under  which  common  carriers  are  now  being  valued.  Certain  of 
the  state  commissioners  have  had  considerable  experience,  and 
at  the  present  moment  many  are  engaged  in  valuation  work,  the 
tendency  of  legislation  in  the  past  few  years  having  been  to  con- 
fer greater  powers  of  investigation  and  appraisal  upon  commis- 
sions. The  committee  has,  therefore,  been  able  to  advise  the 
Department  of  Valuation  of  the  I.  C.  C.  not  merely  as  represen- 
tatives of  public  bodies  interested  in  the  success  of  the  work,  but 
as  members  of  commissions  which  have  already  had  consider- 
able experience  in  the  actual  work  of  appraisal.  From  the  staffs 
of  the  various  commissions  doing  appraisal  work,  your  commit- 
tee has  been  able  to  secure  valuable  help  and  many  useful  sug- 
gestions. Further,  in  several  instances,  the  decisions  of  the  state 
commissions  on  valuation  questions  have  been  reviewed  by 
the  courts  and,  although  these  decisions  have  not  always  agreed 
and  although  in  certain  instances  the  decisions  of  state  courts 
and  of  the  lower  federal  courts  have  been  overruled  by  the  Su- 
preme Court  of  the  United  States,  many  questions  have  thus 
been  settled  which  inevitably  arise  in  connection  with  valuation 
work. 

The  executive  committee  has  felt,  therefore,  that  it  has  had  a 
special  duty  to  perform.  It  has  recognized  its  obligation  to  place 
before  the  Department  of  Valuation  of  the  I.  C.  C.  the  consensus 
of  opinion  of  the  various  commissions  upon  appraisal  work  and 
the  results  of  their  experience.  The  committee  has  considered 
that  it  was  entitled  to  speak  with  considerable  force,  in  view  of 
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that  experience  and  in  view  of  the  familiarity  of  the  experts  con- 
nected with  the  various  state  commissions  with  valuation  work. 
The  committee  has  been  obliged  to  depend  upon  voluntary  work, 
as  it  has  had  no  funds  with  which  to  employ  counsel,  engineers, 
accountants  and  statisticians.  Its  work  could  doubtless  have 
been  made  more  complete  and  many  points  could  have  been  work- 
ed out  more  in  detail,  if  it  had  been  possible  to  employ  special 
experts. 

At  all  of  the  conferences,  the  railroad  companies  have  been 
ably  represented  by  lawyers,  engineers,  accountants)  and  other 
experts.  Usually  the  matters  to  be  discussed  have  (been  classified 
into  one  of  three  groups,  following  the  general  division  of  the 
work  by  the  department,  viz.,  engineering,  accounting  and  land. 
It  is  considered  unnecessary  to  report  upon  the  large  number  of 
detailed  matters  discussed  in  the  conferences.  A  large  part  of 
the  time,  particularly  of  the  earlier  conferences,  was  utilized  by 
the  department  in  ascertaining  what  engineering,  accounting, 
statistical  and  land  data  the  various  companies  possessed,  tfo 
what  extent  they  could  supply  additional  information  where 
their  present  records  were  deficient,  the  places  at  which  this  in- 
formation could  be  collected  for  examination,  the  most  practical 
methods  for  completing  the  inventories,  maps  and  diagrams  of 
the  physical  property,  the  kind  of  right-of-way  maps  to  be  pre- 
pared, the  forms  to  be  used  in  field  work,  the  composition  and 
size  of  field  (parties,  their  housing  and  transportation,  the  extent 
of  consultation  with  the  companies'  employees,  etc.,  etc.  These 
matters  were  doubtless  important  to  the  department,  but  they 
involved  generally  no  important  question  'of  public  policy.  Your 
committee  made  suggestions  upon  many  of  these  matters,  but  did 
'not  urge  the  adoption  of  any  specific  method  or  plan  unless  it 
was  considered  vital  to  the  success  or  accuracy  of  the  work. 

Generally,  the  committee  took  the  position  that  the  flepart- 
ment  of  valuation  should  report  to  the  Interstate  Commerce  Com- 
mission the  vital  and  fundamental  facts  necessary  to  a  complete 
appraisal,  but  should  not  attempt  to  settle  the  question*  of  pub- 
lic policy,  finance  and  law  that  are  involved.  These  must  be 
settled  by  the  Interstate  Commerce  Commission,  and  if  the  De- 
partment of  Valuation  were  to  prejudge  them  and  if  the  depart- 
ment wore  not  in  accord  with  the  commission,  much  of  the  work 
done  by  the  department  might  be  useless  or  subject  to  extensive 
revision. 
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DEPRECIATION. 

The  discussion  which  has  attended1  the  use  of  the  phrase  "con- 
dition per  cent."  in  many  of  the  forms  prepared  by  the  engineers 
of  the  department  is  illustrative.  The  first  forms  submitted  to 
the  conferees  contained  a  column  with  this  heading.  Others  used 
the  phrase  "depreciation  per  cent,"  which  we  were  ad- 
vised  was  intended  to  mean  the  same  thing  as  "con- 
dition per  cent."  This  phrase  has  persisted  in  all  of 
the  forms  submitted  up  to  and  including  the  last  con- 
ference held  in  June  and  has  appeared  in  the  latest  pam- 
phlet of  instructions  to  field  forces.  The  Act  of  Congress  pro- 
viding for  the  valuation  of  property  of  common  carriers  clearly 
contemplates  that  the  Interstate  Commerce  Commission  shall 
determine  the  amount  <of  depreciation  and  shall  deduct  it  in  ar- 
riving at  cost  of,  reproduction  less  depreciation.  It  was,  appar- 
ently, the  plan  of  the  department  that  the  field  forces  should 
report  the  condition  of  the  property  in  the  form  of  |a  certain  per- 
centage. The  committee  took  the  position  at  the  very  beginning 
that  the  phrase  had  no  specific  meaning,  that  it  was  imprac- 
ticable to  ask  the  field  forces  to  compute  the  percentage,  that  if 
it  were  synonymous  with  depreciation,  it  could  not1  be  determin- 
ed' merely  by  looking  at  the  property  ,and  that  if  it  were  not- 
synonymous  with  depreciation,  it  had  no  rightful  place  in  the 
assembled  forms  but  should  be  replaced  by  the  word  "deprecia- 
tion," this  being  one  of  the  things  specially  mentioned  in  the  Act 
of  Congress.  Our1  reasons  for  this  recommendation  were  many. 

In  the  first  place,  inquiry  developed  no  unanimity  as  to  the 
meaning  of  "condition  per  cent."  If  one  were  to  say  that  the 
condition  per  cent. '  of  ties  upon  a  certain  division  was  75,  what 
would1  it  indicate?  Would  it  mean  that  one-quarter  of  the  life 
of  the  ties  had  expired,  or  that  three-quarters  of  them  were  as 
good  as  it  was  practicable  to  maintain  them,  or  that  one-quarter 
of  them  should'  be  immediately  replaced,  or  that  the  present 
value  was  75  per  cent,  of  the  present  cost  of  laying  them,  or  that 
the  average  tie  was  about  three-quarters  as  good  as  new?  One 
might  take  any  class  of  property,  ask  similar  questions  and  ob- 
tain la.  variety  of  answers. 

Secondly,  "condition  per  cent."  is  evidently  a  matter  of  opin- 
ion, based  upon  data  not  reported  to  the  Department,  It  has 
been  found  by  practical  experience  that  engineers  disagree  very 
materially  when  shown  a  specific  piece  of  property  and  asked  to- 
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state  its  "condition  per  cent."  In  some  cases,  where  it-  has  been 
tried,  the  final  result  was  secured  by  averaging  the  percentages 
given  by  various  engineers  which  jyaried  from  50  to  100  per  cent. 
Any  method  that  involves  such  results  should-  only  be  adopted 
when  it  is  certain  that  there  is  no  other  plan  /as  good  or  better. 

In  the  third  place,  it  developed  that  there  was  a  difference  of 
opinion  even  in  the  'department  as  to  whether  "condition,  per 
cent."  had  the  same  meaning  as  "depreciation."  Apparently,  the 
consensus  of  opinion  is  that  the  terms  are  not  interchangeable 
and  that  the  latter  covers  many  factors  not  reflected  by  the 
former.  For  example,  it  has  been  contended  that  if  a  piece  of 
property  were  properly  maintained,  each-  part  being  renewed 
when  worn  out,  its  condition  per  cent,  would  be  100  and  that  it 
would  have  no  depreciation  whatever.  In  other  words,  if  an  old- 
style  wooden  sleeping  car  were  maintained  in  as  good  condition 
as  possible,  it  would  have  a  present  value  equal  to  its  original 
cost  or  its  present  cost  of  reproduction  new.  This  is  obviously 
unsound  not  merely  because  an  old  car  cannot  possibly  have  as 
long  |a  period  of  usefulness  as  a  new  car,  but  also  because  stand- 
ards have  changed  and  new  wooden  sleeping  cars  of  the  old 
type  are  no  longer  considered  worth  their  cost..  Certainly,  the 
condition  of  the  car  would  be  only  one  factor  in  determining  its 
present  value,  and  expressing  one  factor  in  a  percentage  would 
not  facilitate  the  determination  of  its  fair  value. 

The  committee  recommended  that  special  engineers  be  selected 
to  examine  all  property  to  be  appraised  and  that  by  units 
or  classes,  as  conditions  may  require,  such  engineers  should  re- 
port whether  the  property  is  in  first  class  operating  condition  or 
has  been  allowed  to  deteriorate  through  the  failure  to  maintain 
it  properly.  If  it  is  in  first  class  operating  condition,  i.  e.,  in  as 
good  condition  as  first  .class  management  could  maintain  it,  hav- 
ing proper  regard  (for  efficient  service  and  economy  of  operation, 
there  would  be  no  deferred  maintenance.  If  the  property  is  not 
in  first  class  operating  condition,  then  the  engineers  should  re- 
port what  (repairs,  alterations  or  changes  are  necessary  to  restore 
it  to  good  condition  and  their  cost,  this  cost  being  called  "de- 
ferred maintenance."  Of  course,  no  piece  of  property  can  al- 
ways be  kept  in  100  per  cent,  condition.  Paint  will  gradually 
grow  old,  parts  will  wear,  and  a  piece  of  property  cannot  be  re- 
painted and  worn  parts  replaced  every  moment.  There  is,  how- 
ever, a  standard  of  good  operating  condition,  and  property  al- 
lowed to  deteriorate  below  such  standard  has  a  lower  value. 
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Iii  addition  to  deferred  maintenance,  certain  other  facts  should 
be  determined  for  each  item  or  group  of  items.  The  date  of  ac- 
quisition, installation,  construction  or  utilization  should  be 
given.  If  there  is  considerable  difference  between  the  time  when 
an  item  is  purchased  or  constructed  and  put  into  use,  that  fact 
should  be  noted.  A  study  should  be  made  of  the  practice  of  each 
company  as  to  repairs,  renewals,  maintenance,  and  the  various 
other  factors  affecting  the  period  of  usefulness  or  life  of  a  piece 
of  property.  The  records  of  the  (company  should  be  examined  to 
find -how  long  things  have  actually  been  used — how  long  is  the 
time  from  construction  to  the  scrap  heap — the  purpose  being  to 
determine  the  probable  life  or  period  of  usefulness  for  each  item 
or  class  in  the  inventory. 

An  estimate  should  also  be  made  of  the  probable  scrap  value 
or  yield  to  the  company  from  the  sale  !of  property  when  it  ceases 
to  be  of  use  or  it  is  replaced  by  other  property. 

Certain  of  these  items  are  ordinarily  matters  of  record  or  can 
be  obtained  from  some  source.  Others  are  matters  of  opinion, 
and  the  engineers  should  report  what  facts  have  been  taken  into 
account  in  reaching  their  conclusions.  Of  course,  probable  life 
is  a  matter  of  opinion  and  should  be  estimated  only  after  a  very 
broad  and  careful  investigation,  account  being  taken  of  all 
factors,  such  as  progress  in  the  arts,  the  demands  of  the  public, 
the  growth  of  the  business,  adequacy  of  system,  etc. 

When  all  of  these  factors  have  been  reported,  it  Jwill  be  possible 
for  the  Commission  to  determine  how  depreciation  shall  be  com- 
puted. It  is  not  presumed  that  there  will  be  no  instance  where 
depreciation  can  be  computed  in  a  more  direct  way.  The  plan  is 
applicable  to  property  that  is  in  use.  Where  property  has  been 
discarded  and  is  ready  for  the  scrap  heap,  it  is  ^obviously  un- 
necessary to  follow  the  same  method;  for  property  withdrawn 
from  service  has  practically  no  value  except  as  scrap,  and  it  will 
probably  be  sufficient  to  establish  its  scrap  value.  Further,  in 
some  instances  there  may  be  property  which  is  continually  be- 
ing bought  and  sold,  where  there  is  a  clearly  established  market 
value;  but  this  is  not  ordinarily  the  case,  and  these  are  excep- 
tional rather  than  general  instances. 

INVENTORIES. 

The  preparation  of  inventories  has  naturally  absorbed  much 
attention,  as  it  is'  the  first  step  towards  any  complete  appraisal. 
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In  our  opinion,  the  burden  of  their  preparation  should  rest 
primarily  upon  the  companies,  and  they  should  prepare  and  sub- 
mit to  the  department  complete  lists  of  all  property.  Every 
company  ought  to  have  such  an  inventory.  It  appeared  at  the 
start,  however,  that  the  railroad  companies  did1  not  have  com- 
plete lists,  that  in  many  instances  even  the  records  of  their  real 
estate  holdings  were  incomplete,  and  that  none  of  them  had  a  full 
set  of  maps  showing1  in  detail  the  nature  and  amount  of  con- 
struction work  that  had  been  done  upon  their  right  of  way. 

The  committee  has  contended  that  the  preparation  of  an  in- 
ventory is  entirely  separate  and  distinct  from  an  appraisal  of 
such  property,  which  would  be  obtained  by  affixing  prices  to  the 
various  items  of  the  inventory.  For  example,  the  number  and 
kind  of  cars  ;which  a  company  owns  is  a  question  of  fact,  assum- 
ing that  the  title  is  not  in  dispute,  and  there  ought  not  to  be  any 
considerable  difference  between  the  engineers  of  the  Interstate 
Commerce  Commission  and  the  engineers  of  a  company  as  to 
the  inventory ;  and  the  first  step  to  be  taken  is  the  completion  of 
a  list  of  all  property  to  be  appraised. 

The  opinion  was  expressed  at  one  of  the  conferences  that  it  is 
the  duty  of  the  Department  of  Valuation  to  list  all  railroad  prop- 
erty, and  that  if  a  company  were  to  omit  anything,  or  even  to 
attempt  to  interfere  with  the  work  of  the  engineers  of  the  de- 
partment in  making  or  checking  an  inventory,  the  department 
would  be  remiss,  unless  it  hunted  up  every  item.  The  Icommittee 
took  the  position  that  as  it  is  primarily  the  duty  of  the  com- 
panies to  keep  an  inventory  of  their  property — to  know  what 
they  own — the  department  can  not  be  held  responsible  in  case 
anything  is  overlooked. 

The  committee  suggested  that  detailed  descriptions  of  every 
piece  of  property  are  not  necessary,  that  much  time  and  labor 
can  be  saved  by  the  use  of  designs,  specifications  and  descrip- 
tions of  standard  articles  furnished  by  builders  and  contractors, 
particularly  in  the  case  of  rolling  stock,  bridges,  culverts,  track 
work  and  buildings  of  standard  designs,  these  being  referred  to 
and  identified  in  the  inventory  forms. 

Considerable  discussion  has  taken  place  as  to  the  date  which 
the  inventories  should  bear.  It  is  probable  that  if  any  one  date 
is  selected  for  the  whole  United  States,  it  will  be  found  ill-suited 
to  conditions,  because  every  inventory  must  be  of  a  past  date, 
and  it  should  be  as  near  the  time  of  completion  of  the  inventory 
as  possible.  If  engineers  were  to  undertake  today  to  make  an 
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inventory  and  appraisal  of  the  property  as  of  January  1,  1910, 
they  would  find  it  very  difficult,  even  though  the  companies  had 
records  that  would  clearly  indicate  what  property  was  owned 
upon  that  date,  for  it  would  be  almost  impossible  to  determine 
what  depreciation  for  a  date  so  remote  should  be  deducted,  par- 
ticularly in  the  case  of  property  which  had  disappeared.  Ap- 
parently, the  only  practicable  method  is  to  use  a  date  at  the  end 
of  a  fiscal  year  and1  then  to  direct  companies  to  keep  their  rec- 
ords in  such  a  way  that  the  inventory  may  be  brought  up  to  date 
at  any  moment  without  such  a  long  examination  as  is  necessary 
in  case  of  an  original  inventory  or  appraisal. 

It  was  suggested  at  one  of  the  conferences  by  representatives  of 
the  companies  that  copies  of  field  notes  and  inventories  prepared 
by  the  department  should  be  furnished  to  the  railroads.  Your 
committee  stated  that  if  the  railroads  were  to  have  copies  of  such 
records,  the  respective  railroad  commissions  would  doubtless 
wish  to  have  copies  also.  We  understand  that  the  department 
has  not  decided  to  give  copies  of  all  records  to  the  companies,  but 
that  the  latter  will  have  an  opportunity  of  examining  the  field 
notes  of  the  engineers  of  the  department,  provided  the  companies 
will  promptly  report  to  what  extent  they  accept  or  reject  the 
records  there  made.  This  method  of  ascertaining  what  differences 
exist  at  the  earliest  opportunity,  of  determining  whether  the 
records  are  correct  or  erroneous,  and  of  correcting  immediately 
any  errors  of  fact  commends  itself  to  the  committee. 

ABANDONED  PROPERTY. 

The  subject  of  abandoned  property  has  received  considerable 
attention,  and  an  order  has  been  issued  by  the  Interstate  Com- 
merce Commission  requiring  every  railroad,  on  or  before 
February  1,  1915,  to  file  "complete  and  detailed  schedules  of  all 
fixed  physical  property  which  it  has  abandoned  prior  to  June 
30,  1914,  together  with  a  complete  and  detailed  statement  of  its 
claims  with  respect  thereto.  Such  schedules  shall  show  this 
property  classified'  in  accordance  with  the  Interstate  Commerce 
Commission's  investment  accounts,  and  shall  give  the  physical 
units  of  the  property,  with  the  original  cost  of  same  to  date  of 
abandonment;  also  date  of  abandonment  and  disposition  and 
present  status  of  abandoned  property.  Carriers  shall  accompany 
such  schedules  with  a  descriptive  list  of  all  maps,  profiles,  or 
other  records  which  refer  to  the  property  and  which  will  serve 
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to  aid  the  Commission  in  identifying  and  examining  the  same,  and 
upon  request  from  the  Commission  shall  file  with  it  such  maps, 
profiles,  and  other  records  or  copies  of  the  same  as  may  be  re- 
quired." 

The  word  "abandoned"  should  not,  apparently,  be  taken  too 
literally.  The  representatives  of  the  railroads  stated  that  in 
their  opinion  abandoned  property  is  property  which  a  company 
no  longer  owns  or  of  which  they  no  longer  claim  ownership. 
Thus,  a  circuitous  right  of  way  which  has  been  used  but  for 
which  a  more  direct  line  has  been  substituted  would  not  be 
"abandoned  property"  if  the  company  retained  title,  even  though 
the  land  were  not  used  by  the  company  for  any  purpose.  The 
committee  opposed  the  acceptance  of  this  definition  and  main- 
tained that  although  the  choice  of  the  phrase  might  be  un- 
fortunate and  although  "property  withdrawn  or  retired  from 
service"  might  be  more  accurate,  it  was  intended  to  cover  any 
property  which  the  railroad  had  ceased  to  use  advantageously. 
In  other  words,  the  phrase  would  include  not  onlV  the  bridge 
which  had  been  replaced  or  the  building  which  had  been  allowed 
to  stand  empty,  but  also  old  station  structures  which  were 
occasionally  used  in  part  for  storage  purposes  and  which  were 
not  and  would  not  be  erected  for  such  purposes  when  a  less  ex- 
pensive structure  would  serve  every  purpose.  The  committee 
also  contended  that  a  structure  which  has  ceased  to  exist  is  not 
prop'erty  and  ought  not  to  be  even  considered. 

EXTENT   AND   CHARACTER  OF   USE. 

In  connection  with  this  subject,  the  committee  pointed  out  what 
we  believe  to  be  a  very  important  phase  of  the  work.  It  is 
obvious  that  an  appraisal  should  include  all  existing  property 
regularly  and  necessarily  used  for  railroad  purposes  and  that 
property  which  has  been  discarded,  abandoned  or  declared  unfit 
for  any  future  use  need  not  be  included.  But  between  these  two 
extremes  there  are  many  degrees  of  use.  There  is,  for  example, 
the  old  and  nearly  worn  out  engine  which  has  been  shunted  to  a 
siding  in  some  out  of  the  way  place  instead  of  being  broken  up 
or  sold  as  scrap.  There  are  cars  which  are  used  only  in  cases  of 
emergency  or  occasionally  throughout  the  year.  There  are  build- 
ings which  are  not  used  for  the  purposes  for  which  they  were 
originally  constructed  but  which  are  utilized  to  a  small  degree. 
There  is  real  estate  which  is  being  held  for  a  possible  future  use. 
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There  are  track  connections  which  have  been  built  upon  property 
belonging  to  others  but  over  which  the  railroad  company  has 
certain  rights.  There  are  track  agreements  of  great  variety  and 
value. 

Obviously,  these  various  classes  cannot  all  be  valued  upon 
the  same  basis,  and  distinctions  must  be  made.  If  a  deduc- 
tion is  to  be  made  from  cost  for  depreciation  due  to  every 
cause,  it  would  not  greatly  matter  whether  property  about  to  be 
scrapped  was  put  in  in  first  instance  at  its  scrap  value  or  whether 
it  was  included  in  the  total  cost  of  reproduction  new  and  de- 
preciated to  its  scrap  value.  But  there  would  be  a  difference  in 
the  cost  to  reproduce  new  and,  apparently,  the  company  wrhich 
had  kept  all  its  old  rolling  stock,  etc.,  would  have  a  larger  original 
investment  than  the  company  which  had  scrapped  and  destroyed 
all  its  useless  rolling  stock  as  rapidly  as  it  reached  that  point. 

In  order  that  there  should  be  no  misunderstanding  and  that 
the  facts  should  clearly  appear,  the  inventories,  as  they  are  pre- 
pared, should  indicate  the  nature  of  use.  In  one  class  should  be 
placed  all  of  the  property  which  is  actually,  necessarily  and 
regularly  used  for  railroad  purposes.  The  property  which  is 
not  used  for  railroad  purposes  and  which  is  not  held  for  railroad 
use  (e.  g.,  forest  lands  and  coal  mines)  should  be  placed  in  an- 
other class.  Contracts,  trackage  rights  and  other  intangibles 
should  also  be  separately  and  individually  considered,  and  other 
classifications  should  be  made  or  special  inventories  prepared 
showing  1he  extent  of  use  of  all  property  which  is  not  regularly 
and  necessarily  used  for  railroad  purposes. 

RETIREMENTS. 

This  subject  borders  upon  that  of  withdrawals  and  retirements, 
and  it  is  in  this  direction  probably  that  the  companies  are  more 
likely  to  err  in  keeping  their  capital  accounts  than  any  other. 
A  record  of  additions  and  betterments  is  usually  kept,  for  whether 
they  are  charged  to  capital  account  or  the  cost  paid1  out  of  operat- 
ing expenses,  they  involve  expenditures  and  some  entry  must  be 
made  upon  the  books  of  the  company.  But  property  may  be  re- 
tired or  withdrawn  from  use  without  any  entry.  The  division 
superintendent  may  find  rolling  stock  in  such  bad  condition  that 
it  is  sent  to  the  scrap  heap  or  allowed  to  disintegrate  without  any 
report  to  the  accounting  department  of  the  company  of  such  ac- 
tion. As  a  result,  the  assets  of  the  company  actually  decrease, 
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but  the  fixed  capital  account  does  not  reflect  the  fact,  no  credit 
to  capital  and  no  corresponding  charge  to  the  depreciation  fund 
or  other  reserve  to  offset  the  disappearance  of  assets  having  been 
made. 

The  committee  has  called  this  to  the  attention  of  the  depart- 
ment and  has  urged  tjiat  careful  consideration  be  given  to  this 
point  and  that  the  department  not  only  provide  for  such  con- 
tingencies in  its  own  work  but  that  the  Commission  should  take 
action  which  would  provide  for  an  accurate  record  and  account- 
ing of  all  retirements  and  withdrawals  as  soon  as  they  occur. 

LAND. 

Thus  far,  probably  less  attention  has  been  given  in  the  con- 
ferences to  the  appraisal  of  real  estate  than  to  any  other  subject. 
In  the  early  form  submitted  for  consideration,  there  were  the 
following  headings : 

Full  Assessed  Value  of  Eight  of  Way. 

Eatio  Assessed  Value  to  Market  Value. 

Market  Value  of  Eight  of  Way. 

Eatio  Eailway  to  Market  Value. 

Total  Eailway  Value. 

Assuming  that  the  appearance  of  these  headings  indicated  that 
the  land  division  would  work  along  these  lines,  your  committee 
filed  a  vigorous  protest  and  pointed  out  that  the  form  indicated 
a  reversion  to  the  idea  which  had  been  repudiated  by  the  United 
States  Supreme  Court  and  that  before  any  principle  or  method 
was  adopted  according  to  which  land  would  be  appraised,  full 
opportunity  should  be  given  to  the  representatives  of  the  rail- 
road commissions  to  be  heard,  as  we  believed  that  they  had  very 
decided  views  on  the  subject  and  that  these  views  would  condemn 
the  application  of  the  "multiplier  theory."  The  objectionable 
headings  have  not  been  used  since  and  probably  will  not  be  made 
the  basis  of  land  valuation. 

The  committee  has  not  always  known  how  the  work  would  be 
apportioned  between  the  engineers,  accountants  and  land  ap- 
praisers, but  we  have  urged  that  in  some  way  the  following  data 
relating  to  land  should  be  obtained  (not  of  course  excluding  any 
other  facts  which  the  department  considers  necessary)  : 

1.  Complete  inventory  of  all  land  owned,  showing  separately 
at  time  of  inventory, 
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(a)  Land  used  and  useful  wholly  for  railroad  purposes; 

(b)  Land  used  and  useful  for  railroad  purposes  in  part, 
showing  nature  and  extent  of  such  use; 

(c)  Land  used  for  other  than  railroad  purposes; 

(d)  Land  not  used  for  any  purpose. 

NOTE. — Care  should  be  taken  to  show  the  extent  of  use 
and  whether  land  is  being  held  for  possible  future  use  or  is 
uneconomically  used  at  present. 

2.  Original  cost  and  form  of  compensation. 

3.  Statement    showing   land    donated    or    granted    by    public 
authorities  and  conditions  of  such  grants. 

4.  Statement  of  bequests  of  land  from  other  sources  and  con- 
ditions of  such  bequests. 

5.  Facts  as  to  structures  upon  land  when  acquired  which  were 
destroyed  or  utilized  and  how  utilized. 

6.  Date  of  acquisition  and  dedication  to  railroad  use. 

7.  Special    assessments,    such    as    those    for    sewers,    streets, 
parks,  etc. 

8.  Legal  fees  and  other  expenses  connected  with  acquisition. 

9.  Amount  of  land  sold  or  conveyed  to  others  and  facts  as  to 
such  conveyance. 

10.  Compensation  received  in  such  cases. 

11.  Date  of  such  sales  or  conveyances. 

The  forms  submitted  by  the  land  appraisers  of  the  department 
were  not  as  complete  as  they  probably  will  be  when  revised.  One 
of  the  forms  called  for  assessed  values,  which  are  often  no  in- 
dication of  fair  value  or  of  original  cost.  It  was  suggested  that 
a  ratio  might  be  found  between  assessed  value  and  actual  value 
which  would  be  applied  to  assessed  value  to  give  present  value. 
It  may  be  possible  that  there  are  a  few  instances  where  such  a 
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plan  would  work,  but  as  a  general  method  it  is  unsound  and  un- 
reliable. 

The  forms  also  called  for  a  statement  of  average  value  per 
square  foot.  The  committee  insisted  that  in  cities  particularly 
average  value  for  such  a  unit  is  a  meaningless  and  useless  term 
and  would  be  of  no  aid  in  fixing  values  and  would  probably  be 
of  little  use  to  any  one.  The  limitations  of  the  sales  method  were 
also  pointed  out  by  the  committee,  as  generally  sales  are  too  few 
and  too  unreliable  to  give  accurate  results.  Commissioner  Doty 
explained  to  the  conference  the  methods  which  he  had  followed 
in  valuation  of  properties  for  many  years  and  explained  to  the 
land  attorneys  of  the  department  the  methods  and  principles  of 
the  Somers  system. 

Apparently,  it  is  the  intention  of  the  department  to  check  up 
the  deeds  and  papers  showing  the  companies'  titles,  to  investigate 
the  leases  and  conveyances  which  have  been  made  and  to  ascer- 
tain the  extent  to  which  lands  owned  are  being  used  for  railroad 
purposes.  If  this  policy  is  followed,  it  will  involve  a  tremendous 
amount  of  work. 

The  part  of  the  department  having  to  .do  with  land  matters 
was  organized  later  than  the  other  sections,  which  probably  ac- 
counts for  the  small  progress  which  has  been  made  in  real  estate 
matters  up  to  the  time  of  the  last  conference. 

SOURCE   OF    FUNDS. 

At  the  last  conference  the  question  was  asked,  to 
what  extent  the  companies  should  be  required  to  furnish 
schedules  and  data  representing  existing  property  the  cost 
of  which  had  not  been  defrayed  by  the  issuance  of  se- 
curities? The  committee  took  the  position  that  the  com- 
panies themselves  should  state,  or  the  accountants  of  the 
department  should  ascertain,  to  what  extent  existing  property 
had  been  paid  for  (1)  by  the  issuance  of  securities  or  other 
obligations,  (2)  out  of  surplus  income,  and  (3)  out  of  operating 
expenses.  The  suggestion  brought  forth  the  statement  from  the 
companies,  that  if  a  company  owned  property  used  for  railroad 
purposes,  it  was  entitled  to  have  that  property  valued  and  that 
it  did  not  matter  whether  or  not  its  cost  had  been  included  in 
operating  expenses.  We  replied  that  the  discussion  of  this  sub- 
ject involved  questions  of  public  policy  and  of  constitutional  law 
which  it  was  unnecessary  to  discuss  at  this  time,  but  that  the 
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Interstate  Commerce  Commission  should  have  before  it  a  state- 
ment showing  the  sources  of  the  funds  used  to  pay  for  the  prop- 
erty. If  a  company  has  included  in  its  operating  expenses  items 
which  it  now  asserts  are  part  of  its  capital  investment,  it  is  in 
error.  An  expenditure  cannot  be  an  operating  expense  one  day 
and  a  capital  charge  another  according  to  the  thesis  which  the 
company  at  that  moment  is  attempting  to  maintain.  Certainly, 
if  it  has  included  an  item  among  operating  expenses,  it  is  in- 
cumbent upon  the  company  to  show  wherein  such  act  was  wrong 
and  why  the  Commission  should  in  any  rate  case  be  compelled  to 
allow  it  a  return  upon  property  paid  for  out  of  operating  ex- 
penses. 

It  has  been  suggested  by  certain  state  commissioners  that  the 
same  argument  applies  to  property  acquired  through  surplus  in- 
come, and  they  may  be  right;  but  whatever  may  be  the 
final  disposition  of  the  matter,  and  whatever  the  Interstate 
Commerce  Commission  may  decide,  it  is  the  duty  of  the  depart- 
ment, in  our  opinion,  to  show  the  source  of  the  funds,  at  least  to 
the  extent  of  the  three  divisions  above  suggested. 

Your  committee  has  also  urged  that  the  extent  to  which  public 
authorities,  associations  and  individuals  have  donated  property, 
or  have  contributed  funds  to  the  railroad  companies  should  be 
clearly  shown,  the  facts  regarding  such  contributions,  such  as 
date,  character,  amount  and  use  being  clearly  set  forth.  The 
amount  of  national  aid  has,  of  course,  been  exceedingly  large. 
Many  states  and  local  subdivisions  have  contributed  considerable 
sums  to  the  construction  of  railroads,  particularly  in  the  western 
part  of  the  United  States.  In  some  cases  cities  have  paid  for 
branches  or  made  contributions  to  induce  companies  to  change 
their  proposed  routes  so  as  to  pass  through  their  districts.  Indi- 
viduals and  associations  have  occasionally  contributed  toward  the 
cost  of  stations,  and  in  recent  years  large  sums  have  been  paid  by 
cities  and  states  toward  the  elimination  of  grade  crossings.  The 
investigation  of  the  department  should  show  what  these  contribu- 
tions have  been,  even  though  the  property  donated  or  paid  for 
now  belongs  to  the  railroad. 

In  this  connection,  the  Interstate  Commerce  Commission  has 
adopted  a  principle  in  the  revised  system  of  accounts  recently 
put  in  force,  which,  in  the  opinion  of  the  committee,  is  erroneous 
and  which  may  be  considered  as  binding  upon  the  Department 
of  Valuation.  The  new  system  provides  that  the  entire  cost  of  a 
piece  of  property  shall  be  charged  to  capital  account,  and  that 
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any  donations  which  companies  or  individuals  may  make  toward 
such  cost  shall  go  to  profit  and  loss  account  and  thus  become 
immediately  available  for  dividends.  To  illustrate,  take  a 
station  costing  $50,000  where  citizens  of  the  community  con- 
tribute one-half  this  cost.  The  company  would,  under  the  new 
system  of  accounts,  be  entitled  to  charge  to  capital  account 
f 50,000,  to  put  $25,000  into  its  profit  and  loss  account,  and  to 
declare  a  special  dividend  of  that  amount.  The  investor  would 
have  contributed  net  $25,000,  but  the  capital  account  would  stand 
at  $50,000,  and  presumably,  the  company  would  be  entitled  to 
charge  rates  on  the  basis  of  property  costing  $50,000.  The  public 
would  thus  be  compelled  to  pay  a  rate  sufficient  to  earn  a  fair 
return,  not  only  upon  the  investment  of  the  company  but  upon 
the  amount  of  money  which  had  been  contributed  to  the  company 
by  the  public.  Why  the  stockholder  is  entitled  to  dividends 
Avhich  have  not  been  earned  and  the  public  required  to  pay  a  re- 
turn upon  their  own  donations,  is  not  explained. 

The  new  system  also  permits  a  company  which  has  been  given 
a  right  of  way  by  a  community  to  charge  to  its  capital  account 
the  estimated  value  of  that  right  of  way  and  to  credit  the  same 
amount  to  profit  and  loss,  thereby  making  an  amount  not 
earned  and  limited  only  by  the  wishes  of  the  person  who  makes 
the  estimate  available  for  dividends.  The  opportunities  which 
this  affords  for  financial  juggling  suggest  themselves,  and  ac- 
counts built  on  such  a  basis  are  not  reliable.  In  our  opinion,  the 
principle  is  vicious  and  ought  to  be  changed  at  once. 

ORIGINAL    COST    TO    DATE. 

At  one  of  the  conferences,  the  chairman  of  this  committee  was 
asked  to  construe  the  phrase  "original  cost  to  date,"  used  in  the 
Act  of  Congress.  The  matter  had  not  been  considered  by  the  com- 
mittee and  the  opinion  expressed  was  a  personal  one,  but  it  is 
believed  that  it  meets  with  the  approval  of  the  members  of  the 
committee  wrho  were  not  then  present. 

Apparently  it  has  been  contended  by  someone  that  the  phrase 
includes  not  only  the  original  cost  of  existing  property,  but  the 
cost  of  all  changes,  extensions,  additions  and  alterations  from  the 
date  of  original  construction  or  acquisition  to  the  present.  For 
example,  in  the  case  of  a  building,  it  is  apparently  contended  that 
the  original  cost  of  that  building  to  date  means  the  original  cost 
of  the  original  building  plus  all  expenditures  made  thereon,  even 
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though  such  expenditures  be  in  the  way  of  repairs  or  maintenance 
charges. 

This  interpretation,  in  the  opinion  of  the  chairman,  is  incor- 
rect. Original  cost  to  date  means  the  original  cost  of  existing 
property  as  contrasted1  with  present  cost  or  cost  to  reproduce 
new.  In  the  case  of  a  building,  it  means  the  original  cost  of  the 
original  building  plus  the  cost  of  additions  and  betterments,  ex- 
clusive of  all  changes  in  the  nature  of  replacements,  renewals  or 
repairs  or  reconstruction  which  do  not  add  to  the  structure  it- 
self. The  rearrangement  of  partitions,  for  example,  should  not 
be  included  in  original  cost  to  date,  as  such  rearrangement  adds 
nothing  to  the  physical  structure,  although  it  may  be  better 
adapted  to  present  use.  In  the  case  of  a  car  which  originally  did 
not  have  air  brakes,  but  has  been  equipped  with  modern  ap- 
pliances, cost  to  date  means  the  original  cost  of  the  car  plus 
the  cost  of  the  air  brakes;  but  it  does  not  include  the  cost  of  re- 
placing the  old  equipment  with  new  equipment  of  precisely  the 
same  character,  or  of  new  equipment  slightly  different  in  form 
but  not  increasing  the  carrying  capacity  or  durability  of  the  car 
itself.  Any  other  interpretation  would  give  a  meaning  to  cost 
to  date  which  would  be  of  no  utility  in  determining  the  present 
value  of  the  property. 

The  committee  wishes  to  express  its  appreciation  of  the 
courtesies  received  from  the  Department  of  Valuation,  and 
particularly  from  Director  Prouty.  Our  recommendations  have 
received  attention,  and  in  many  cases  have  been  adopted.  After 
further  consideration  by  the  department,  we  believe  that  many 
of  those  not  yet  endorsed  will  be  approved. 


October  23,  1914. 


MILO  R.  MALTBIE,  Chairman, 
J.  M.  ATKINSON, 
CHARLES  M.  CANDLER, 
E.  W.  DOTY,  ex-offlcio, 
HALFORD  ERICKSON.  ex-officio, 
JOHN  M.  ESHLEMAN, 
CLIFFORD  THORNE. 


Mr.  MALTBIE,,  of  New  York.  We  have  been  criticised  by  some  of 
the  State  commissioners  for  not  coming  out  and  asserting  that 
property  paid  for  out  of  surplus  income  should  not  be  allowed  in 
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a  rate  case  where  a  fair  rate  is  to  be  determined.  The  committee 
may  be  of  that  opinion,  but  it  did  not  urge  that  position  upon  the 
Department  of  Valuation,  because  it  is  a  matter  of  argument.  At 
some  later  time,  if  these  three  important  sources  of  income  are 
shown,  the  railroad  commissions  or  anyone  can  present  argu- 
ments to  the  Interstate  Commerce  Commission,  as  io  the  extent 
that  property  paid  for  out  of  operating  expenses,  or  out  of  surplus. 
income,  or  given  to  the  companies,  should  be  included  in  the 
amount  upon  which  the  companies  are  entitled  to  a  fair  return, 
or  what  should  be  paid  by  the  government  in  case  of  purchase. 

I  notice  that  in  Mr.  Eshleman's  report,  quoting  from  the  Inter- 
state Commerce  Commission  system  of  accounts,  he  Includes  a 
statement  which  allows  the  company  to  charge  to  profit  and  loss 
donations  made  for  the  purpose  of  compensating  a  carrier  for  loss 
anticipated  during  the  early  period  of  operation.  Now  what  the 
motive  is  or  what  the  reason  is  for  a  person  giving  money  to  a 
railroad  corporation  does  not  in  my  opinion  constitute  a  proper 
basis  for  keeping  accounts.  It  is  a  matter  upon  which  there  is  a 
great  difference  of  opinion.  The  man  who  gave  the  money  may 
have  one  opinion,  and  the  corporation  that  receives  It  may  have 
another,  and  a  surplus  ought  not  to  be  built  up  upon  that  basis. 

As  to  original  cost  to  date,  you  will  find  that  the  position  of  our 
committee  is  practically  the  position  of  the  committee  of  which 
Mr.  Eshleman  is  chairman.  I  would  like  to  add  this,  however,  on 
that  subject.  I  am  not  sure  that  I  understood  Director  Prouty, 
but  in  the  attempt  of  the  Public  Service  Commission  of  the  First 
District,  New  York,  to  determine  original  cost  to  date  or,  as  we 
call  it,  the  original  cost  of  the  existing  property  (and  we  have  a 
case  of  valuation  now  going  on  which  wTill  probably  Involve  some- 
thing over  125,000,000)  we  have  found  it  so  far  entirely  practica- 
ble to  determine  what  was  the  original  cost  of  the  existing  prop- 
erty. 

In  fixing  original  cost,  our  engineers  do  not  undertake  to  re- 
frame  the  investment  account  from  the  origin  of  the  company  to 
date,  but  merely,  by  reference  to  the  vouchers,  to  obtain  the 
amounts  which  the  company  had  originally  paid  for  property 
which  is  now  in  existence.  That  is,  we  have  listed  existing  prop- 
erty, and  then  undertook  to  find  what  the  company  actually  paid 
for  that  property.  In  some  cases  we  have  been  able  to  find  prac- 
tically 100  per  cent,  of  the  cost,  and  in  other  cases  00  per  cent,  of 
the  cost. 

Lest  anyone  may  misunderstand  me,  I  wish  to  say  that  it  is  an 
electric  property,  and  of  course  it  is  much  easier  to  find  the  orig- 
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inal  cost  of  an  electric  property  than  the  original  cost  of  a  steam 
railroad,  part  of  which  may  have  been  built  thirty  or  forty  or 
fifty  years  ago.  Where,  because  of  the  indefiniteness  of  the  vouch- 
ers, it  is  impossible  to  determine  absolutely  the  original  cost  of 
certain  items,  these  are  estimated  on  the  basis  of  the  vouchers  that 
we  do  have  showing  the  original  cost  of  similar  property  acquired 
at  that  time. 

In  conclusion,  I  wish  to  say  that  in  every  case  we  have  found 
the  Director  of  Valuation  of  the  Interstate  Commerce  Commission, 
Mr.  Prouty,  and  his  assistants  most  willing  to  listen  to  us  at 
length,  and  perhaps  longer  sometimes  than  the  merit  of  our  sug- 
gestions would  justify.  (Applause.) 

Mr.  THORNE,  of  Iowa.  Mr.  President,  I  move  that  we  now  ad- 
journ to  meet  at  10  o'clock  tomorrow  morning,  and  that  this  mat- 
ter be  made  the  special  order  immediately  after  the  conclusion  of 
the  discussion  of  the  Eeport  of  the  Committee  on  the  Amendment 
of  the  Act  to  Kegulate  Commerce. 

The  motion  was  seconded  and  agreed  to. 

Accordingly,  at  4 :35  o'clock  p.  m.,  the  convention  adjourned 
until  Thursday,  November  19,  1914,  at  10  o'clock  a.  m. 


THIRD  DAY'S  PROCEEDINGS. 

Washington,  D.  C.,  Thursday,  November  19,  19 1.'/. 

The  convention  reassembled  at  10  o'clock  A.  M. 
The  PRESIDENT.    The  convention  will  be  in  order  for  the  trans- 
action of  business. 

RAILWAY    VALUATION. 

Mr.  QUAN,  of  Illinois.  Mr.  President,  do  I  understand  that 
the  discussion  of  the  two  reports  which  were  presented  yesterday 
is  now  in  order? 

The  PRESIDENT.    Yes. 

Mr.  ESHLEMAN,  of  California.    There  is  a  special  order. 

Mr.  ATKINSON,  of  Missouri.  The  discussion  of  the  Valuation, 
Report,  of  Commissioner  Maltbie,  and  of  the  Taxation  and  Valua- 
tion Report,  by  Commissioner  Eshleman,  were  to  follow  the 
special  order  of  this  morning'. 

The  PRESIDENT.  There  is  a  special  order.  Is  the  Committee 
on  Amendment  to  the  Act  to  Regulate  Commerce  ready  to  report? 

Mr.  WILLIAMS,  of  Texas.  Mr.  President,  as  Chairman  of  that 
Committee,  I  have  a  report  prepared,  and  will  present  it,  but  I 
do  not  pretend  that  it  is  a  report  of  the  Committee.  However, 
the  report  itself  explains  the  situation. 

REPORT  OF  THE  COMMITTEE  ON  THE  AMENDMENT  OF  AN 
ACT  TO  REGULATE  COMMERCE. 

November  16,  1914. 
To  the  President  and  Members  of  the  National  Association,  of 

Railway  Commissioners: 
Gentlemen : 

For  reasons  which  will  perhaps  become  sufficiently  obvious  as 
I  proceed,  it  is  impossible  for  me  to  know  whether  my  report 
represents  the  views  of  a  majority,  or  of  a  minority  only,  of  the 
members  of  your  Committee  on  Amendment  of  the  Act  to 
Regulate  Commerce,  for  which,  reason  I  will  relate  in  narrative 
form  what  has  transpired,  so  far  as  I  know,  in  an  effort  to  frame 
a  report.  When  this  has  been  done,  I  will  ask  leave  to  propose 
the  adoption  of  resolutions  in  accord  with,  my  own  opinions  as 
set  out  herein.  This  procedure  will  render  it  immaterial  who 
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represents  a  majority  and  who  a  minority  of  the  'Committee  itself 
and  will,  at  the  same  time,  put  before  the  Association  all  the 
information  which  I  myself  possess  as  to  the  questions  presented. 
After  considerable  and  fruitless  correspondence,  conducted 
principally  on  my  own  part,  on  November  3rd,  1914,  I  wrote 
ich  member  of  the  Committee  as  follows : 

"Dear  Sir: 

"In  the  matter  of  the  report  to  be  made  to  the  National  Association  of  Railway 
Commissioners,  by  its  Committee  on  'Amendment  of  Act  to  Regulate  Commerce/ 
after  having  waited  as  long  as  is  possible,  hoping  vainly  to  hear  from  the  members 
of  the  Committee,  I  beg  now  to  say: 

"As  Chairman  of  this  Committee,  I  will  propose  for  its  adoption  a  report  which 
will  recommend  that  the  National  Association  shall  protest  against  the  continued 
existence  of  the  situation  brought  about  by  the  opinion  of  the  Supreme  Court  of 
the  United  States  in  the  Shreveport  rate  case,  as  reported  in  THE  TRAFFIC  WORLD 
for  June  13,  1914,  beginning  at  page  1208. 

"The  vital  question  which  now  concerns  us  is  as  to  the  power  of  State  Com- 
missions to  control  state  rates.  This  question  cannot  be  settled  in  favor  of  the 
power  to  control  such  rates  except  by  application  to  the  legislative  branch  of  the. 
Federal  Government.  If  we  are  to  have  relief,  it  can  come  from  Congress  alone. 

"It  is  not  difficult  to  bring  the  subject  before  the  Supreme  Court  of  the  United 
States  once  more  for  its  further  consideration,  but  there  is  no  reason  that  I  can 
conceive  why  we  should  expect  that  consideration  to  result  in  a  modification  of  the 
opinion  already  announced. 

"In  substance  this  opinion  holds :  that  the  Interstate  Commerce  Cotmmission  has 
power  to  fix  the  relation  which  should  exist  between  a  state  and  an  interstate  rate, 
and  that  when  this  has  been  done,  the  state  rate  must  be  adjusted  according  to 
the  relation -so  fixed." 


I  beg  to  interject  here  a  protest  against  the  suggestion  that 
there  is  a  declaration  by  the  Interstate  Commerce  Commission 
that  the  State  rate  is  too  low.  No  such  declaration  was  made. 
There  was  no  such  finding  by  the  Interstate  Commerce  Commis- 
sion in  the  Shreveport  case,  and  all  intimations  to  the  contrary 
on  the  part  of  the  appellate  court  are  founded  on  an  erroneous 
impression  of  the  record  which  was  before  them. 


State  regulation  of  railroad  rates  'within  state  borders  be- 
gan with  the  beginning  of  the  construction  of  railroads  and  has 
continued  ever  since.  It  has  had  the  practical  recognition,  time 
after  time,  of  every  department  of  the  Federal  and  State  govern- 
ments. The  growth  and  increase  of  our  internal  commerce  is 
bound  up  with  the  exercise  of  this  power,  which  has  not  been 
found  in  experience  fatal  to  our  development,  but  which  lias 
been  continuously  exercised  concurrently  with  the  most  enor- 
mous increase  in  internal  transportation  that  the  world  has  ever 
known. 

This  power  no  longer  exists.  There  has  been  no  amendment 
of  the  Constitution;  there  has  been  no  change  of  the  Federal 
law  except  one  which  to  the  ordinary  mind  carries  with  it  an 
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express  disclaimer  of  all  intent  to  interfere  with  the  regula- 
tory powers  of  the  states  over  transportation  between  points 
within  their  borders.  There  has  been  no  change  whatever  ex- 
cept in  the  opinion  of  the  Justices  of  the  Supreme  Court  of 
the  United  'States.  But  a  change  in  the  law  has  been  effected 
which  more  materially  makes  for  centralization,  and  for  .the 
death  of  the  states  as  Apolitical  bodies  than  anything  which  has 
happened  heretofore  in  our  history,  not  even  excepting  the 
collapse  of  the  Confederate  government  and  the  termination  of 
the  Civil  War. 

As  was  said  by  the  Supreme  Court  of  the  United  States  in 
the  Minnesota  rate  cases,  230  U.  S.,  417, 

"To  say  that  this  power  (the  power  of  state  regulation)  exists,  but  that  it 
may  be  exercised  only  in  prescribing  rates  that  are  on  an  equal  or  higher 
basis  than  those  that  are  fixed  by  the  carrier  for  interstate  transportation,  is 
to  maintain  the  power  in  name  while  denying  it  in  fact." 

This  maintenance  in  name  and  denial  in  fact  is  the  situation 
which  has  been  brought  about  by  the  Shreveport  rate  case. 


You  may  as  well,  as  men,  face  the  alternative  which  confronts 
you  right  now,  of  resigning  your  power  to  regulate  State  rail- 
roads in  any  respect.  For,  if  you  may  not  retard  interstate  com- 
merce by  a  lower  rate,  you  may  not  accelerate  it  by  a  higher 
rate.  The  one  as  well  as  the  other  affects  the  interstate  rate, 
and  anything  which  affects  the  interstate  rate  is  denounced 
by  the  Supreme  Court  of  the  United  States  as  being  within 
the  power  of  Congress  to  control,  and  the  Supreme  Court  of 
the  United  States  has  held  that  that  express  disclaimer  of 
power  on  the  part  of  Congress  was  not  a  disclaimer  of  power, 
but  was  a  broad  claim  that  it  intended  to  exercise  all  the  power 
that  the  Constitution  gave  it.  In  other  words,  the  Supreme 
Court  of  the  United  States  held  that  Congress  was  guilty  of 
rank  nonsense  in  putting  into  a  statute  a  proviso  by  which  pro- 
viso it  announced  its  intention  to  exercise  all  the  power  it  pos- 
sessed and,  yet,  without  the  proviso  the  same  conclusion  neces- 
sarily followed.  It  did  put  the  proviso  there,  and  thereby  evinced 
its  intention  to  exercise  all  the  power  it  possessed,  although  the 
proviso  says  exactly  opposite.  I  have  no  desire  to  come  into  con- 
tempt of  the  Supreme  Court  of  the  United  States,  but,  as  a  mere 
humble  citizen,  I  have  a  right  to  criticise  any  officer  of  this  demo- 
cratic government,  be  be  a  member  of  a  court  or  a  constable  in  a 
justice's  precinct  in  my  home  State,  and  I  sometimes  think  it 
might  be  more  dangerous  to  criticise  a  constable,  in  Texas,  than 
a  Justice  of  the  Supreme  Court,  in  Washington.  (Laughter.) 


The  report  of  the  Committee  should  recommend  that  no  dis- 
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tiiietioii  whatever  shall  be  made  between  rates  fixed  by  the 
state  authority  between  points  within  the  state  and  by  the 
Federal  authority  between  interstate  points,  and  that  when  a 
rate  has  been  established  by  either  a  'State  or  the  Federal  Con  - 
mission,  it  shall  not  be  set  aside  unless  it  is  first  declared  in 
court  to  be  confiscatory  and  within  the  recognized  prohibition  of 
the  Constitution  against  the  taking-  of  private  property  without 
due  process  of  law. 

This  method  prevents  conflicts  between  State  and  Federal 
jurisdictions.  The  other  method  invites  such  conflicts  and  makes 
certain  that  commercial  wars  will  be  instituted  by  state  against 
state  throughout  the  Union,  and  that  local  bitterness  and  local 
jealousy  will  be  aroused  to  a  degree  which  will  be  hurtful  to 
the  social  organization. 

It  is  not  very  material  as  to  the  exact  words  to  be  used 
except  that  they  should  be  selected  with  great  care  in  order 
that  they  may  not  be  made  to  mean  something  which  is  not  in 
mind  at  the  time  of  their  enactment  into  statute,  if  they  are 
ever  so  enacted. 


Let  me  interject  that  in  our  State  the  law  expressly  subjects 
us  to  that  jurisdiction.  It  makes  no  effort  to  take  us  out  from 
within  it.  Not  merely  are  our  conclusions  of  law  subject  to 
review  in  court,  but  everyr  conclusion  of  fact  which  we  make 
is  subject  to  review,  from  origin  to  termination,  without  re- 
gard to  what  proof  was  made  before  us  without  regard  to 
whether  there  were  facts  withheld  even  wilfully,  which  should 
have  been  disclosed  to  us  upon  the  trial.  We  in  Texas,  theoreti- 
cally at  least,  submit  ourselves  to  the  law  in  a  whole-souled 
fashion,  and  have  no  objection  to  the  courts  trying  our  cases 
and  determining  whether  we  have  acted  within  the  constitu- 
tion and  the  laws  or  not.  This  method,  I  say  in  this  letter, 
prevents  'conflict  between  State  and  Federal  jurisdictions.  The 
other  method  invites  such  conflicts  and  makes  certain  that  com- 
mercial wars  will  be  instituted  by  State  against  State  through- 
out the  Union  and  that  local  bitterness  and  local  jealously  will 
be  aroused  to  a  degree  which  will  be  hurtful  to  the  social 
organization. 

Is  there  any  reason  wrhy  you  gentlemen  should  come  here  to 
witness  a  row  between  Texas  and  Louisiana,  as  if  it  was  a 
bear-baiting  or  a  bull  fight?  None  whatever.  Are  we  to  treat 
that  subject  in  that  way?  Not  with  my  consent.  Yet,  very 
far  do  we  go  toward  it  when  iwe  submit  our  disputes  not  to 
courts,  but,  to  administrative  tribunals.  Very  far  do  we  go 
toward  it  if  we  have  not  been  trained  in  reverence  toward  these 
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administrative  and  bureaucratic  boards,  such  as  you  and  I  be- 
long to.  The  citizens  of  our  State  reserve  the  right  to  criticise 
us  very  much  more  freely  than  they  criticise  the  justices  of 
our  courts.  It  is  a  sad  departure  when  we  leave  our  courts  for- 
bureaus  which  after  all,  however  high  their  position  may  be, 
however  excellent  the  material  of  their  membership,  are  neces- 
sarily bureaucratic  in  *their  methods  and  administrative  in 
their  work.  There  is  a  great  difference  between  a  trial  in  court 
and  a  trial  before  the  best  sort  of  an  army  officer  holding  a  drum- 
head court  martial. 

Now,  the  amendment  which  is  proposed  to  the  Act  to  Regulate 
Commerce  is  as  follows: 

"Provided  that  nothing  in  this  act  nor  the  exercise  of  any  authority  by  the  Inter- 
state Commerce  Commission  by  virtue  hereof,  shall  absolve  any  railroad  or  other 
common  carrier  from  obeying  any  rate,  rule,  regulation  or  practice  of  any  State 
with  respect  to  the  transportation  of  passengers  or  property,  or  the  receiving, 
delivery,  storage  or  handling  of  property  wholly  within  one  State  and  not  shipped 
to  or  from  a  foreign  country,  from  or  to  any  State  or  Territory  as  aforesaid, 
unless  and  until  such  common  carrier  shall  have  secured  the  judgment  of  a 
court  of  competent  jurisdiction  holding  such  rate,  rule,  regulation  or  practice 
imposed  as  aforesaid  to  be  unreasonable." 

Now  I  am  not  wedded  to  that  language.  I  have  studied  that 
language  until  it  does  not  mean  much  to  me  any  more.  I  have 
gone  over  it  so  often  that  my  mind  does  not  take  a  new  photo- 
graph of  it  when  I  read  it.  I  am  not  wedded  to  the  language. 
It  is  the  idea,  which  I  am  after.  I  have  simply  tried  until  I 
am  about  crazy  to  draw  some  words  that  the  Supreme  Court  of 
the  United  States  cannot  make  to  mean  something  that  they 
did  not  think  of  meaning,  that  is  all.  (Laughter.)  And  my 
imagination  not  being  as  acute  as  the  imagination  of  the  Jus- 
tices of  the  Supreme  Court,  it  has  pretty  nearly  run  me  wild. 

Now  I  may  say  in  all  honesty  and  frankness  that  I  know  of 
no  tribunal  better  fitted  than  the  Interstate  Commerce  Com- 
mission to  try  great  matters.  I  know  of  no  tribunal  more 
poorly  prepared  to  try  little  ones.  It  is  as  if  you  set  a  Justice  • 
of  the  Supreme  Court  of  the  United  States  to  the  trial  of  jusi- 
tice  court  cases.  You  are  wasting,  and  they  feel  that  they  are 
wasting,  a  great  machine  upon  a  trifling  work,  and  it  is  as  diffi- 
cult to  decide  rightly  and  properly  the  Shreveport  rate  case  and 
the  question  as  to  the  rates  in  Texas  as  it  is  the  advance  rate 
cases  which  affect  the  whole  of  the  United  States.  You  have 
got  to  get  to  these  local  questions  by  local  methods  somehow,  and 
the  thing  which  the  United  States  must  determine  is  whether 
it  is  going  to  do  it  under  Democratic  'methods,  through  of- 
ficers selected  by  the  locality  itself,  or  under  centralized 
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methods  and  bureaucratic  methods  by  the  extension  of  fed- 
eral power,  with  appointive  officers,  necessarily  ignorant  of  all 
that  which  the  man  living  in  the  locality  has  grown  to  know 
a,s  a  part  of  his  life.  That  is  not  a  light  thing.  What  you  know 
about  Washington  you  do  not  know  about  Nebraska  and  I  do 
not.  know  it.  It  would  take  me  years  to  find  it  out.  To  you 
it  flashes  across  your  mind  as  if  you  had  a  torch  turned  upon 
exactly  the  proper  point.  I  do  not  even  know  what  the  proper 
point  is.  With  all  due  respect  neither  does  the  Interstate  Com- 
merce Commission  know  what  the  point  is  upon  which  the  light 
should  be  thrown  in  the  Shreveport  rate  case.  To>  use  cow- 
canip  parlance  the  railroads  put  one  over,  and  got  themselves 
in  such  shape  that  if  the  case  went  either  way  they  secured  an 
increased  rate.  I  do  not  blame  them.  If  I  were  a  railroad 
general  freight  agent  I  would  be  doing  the  same  thing  to  the 
best  of  my  limited  ability.  It  is  unfortunate,  however.  Texas 
rates,  which  were  condemned  in  that  case  if  I  may  use  that 
word,  were  not  denounced  as  unreasonably  low  by  the  Inter- 
state Commerce  Commission,  but  they  are  displaced  and  ac- 
tually not  in  use  for  certain  traffic  in  Texas  today;  displaced 
under  an  order  of  the  Interstate  Commerce  Commission  and 
the  judgment  of  the  Supreme  Court  of  the  United  'States.  Your 
rates  in  your  States,  gentlemen,  will  be  displaced.  They  are 
not  special  rates  they  are  not  jobber's  rates.  There  is  no  jobber 
rate  from  Houston  toward  Shreveport.  It  is  a  rate  that  runs 
all  over  Texas  except  in  the  far  western,  arid  regions,  where 
the  rate  is  higher  because  the  traffic  is  less.  These  rates  were 
many  of  them  fixed  by  agreement  with  the  railroads;  many  of 
them  by  agreement  with  the  railroads  made  in  1898;  others  by 
the  judgment  of  the  Commission  as  being  fair  and  proper  all 
around,  and!  never  condemned  in  any  court,  from  any  point 
in  Texas  to  any  other  point  in  Texas  whether  it  be  along  the 
border  or  anywhere  else. 

Now,  I  say  that  the  Interstate  Commerce  Commission  needs- 
help.  It  needs  it  badly.  It  needs  it  so  that  it  may  localize 
itself  if  it  is  to  go  on,  so  that  it  may  to  some  extent  acquire 
information  and  local  knowledge  so  necessary  in  these  traffic 
matters.  Anyhow,  whether  they  wish  it  or  not  I  propose  to 
add  to  their  number  to  sectionize  them,  divide  them  into  sections 
for  the  transaction  of  the  business  coming  before  them. 

It  was  suggested  to  me  in  a  letter  before  I  left  home,  and 
it  has  been  suggested  to  me  since  I  came  here,  that  this  could 
be  as  well  done  by  the  Commission  itself  as  by  a  statute  law. 
I  do  not  believe  it  should  depend  upon  the  order  of  the  Com- 
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mission  whether  it  be  done  or  not.  I  do  not  believe  it  should 
depend  upon  the  judge  of  a  court  whether  the  master's  report 
should  be  a  public  or  a  private  report  to  the  judge.  I  think 
those  things  should  depend  upon  statute  law.  However,  for 
the  time  being,  the  difficulty  would  be  obviated  as  I  understand 
the  power  of  the  Commission,  by  a  simple  order  of  the  Com- 
mission itself. 


Passing  from  this,  which  is  the  most  imperative  of  all  the 
demands  which  we  should  make,  I  ask  that  the  Committee 
recommend  an  amendment  to  the  Federal  Act  which  will  re- 
lieve the  Commission  of  some  part  of  the  enormous  work  which 
it  has  before  it  and  which  will  enable  it  to  more  speedily  dis- 
pose of  the  cases.  This,  I  believe,  should  be  done  by  increas- 
ing the  Commission  to  nine  in  number,  and  dividing  it  into 
three  sections.  The  Commission  should  assign  cases  to  these 
sections  to  be  decided,  and  each  section  should  hear  argu- 
ments respecting  the  cases  before  it  with  power  to  certify 
doubtful  questions  to  the  whole  Commission,  and  to  provide 
appeals  to  the  whole  Commission  where  the  case  involves  con- 
struction of  the  statute  law,  and  in  cases  where  the  section 
of  the  Commission  is  not  unanimous  in  its  decision. 

I  will  also  ask  the  Committee  to  recommend  an  amendment 
to  the  Act  so  that  the  special  agents  and  examiners  of  the 
Interstate  Commerce  Commission  who  hear  and  take  down 
evidence  and  report  to  the  Commission,  shall  make  open  re- 
ports, copies  of  which  shall  be  submitted  to  all  interested 
parties.  There  is  no  room  in  this  county  for  the  exercise  of 
a  bureaucratic  method  whereby  a  clerk  in  a  department  be- 
comes, for  the  time  being  and  in  special  matters,  the  head  of 
Ms  department,  and  yet  the  people  who  are  interested  in  the 
official  action  to  be  taken  have  no  knowledge  of  its  progress 
except  as  it  is  officially  announced  after  the  end  of  its  con- 
sideration. 

I  will  be  glad  indeed  to  hear  from  you  upon  this  subject  at 
your  earliest  convenience.  It  is  necessary  that  some  character 
of  report  be  written  up  at  once  and  the  burden  of  doing  this 
is  falling  upon  me.  I  do  not  object  to  the  labor,  but  I  would  find 
it  very  embarrassing  if  I  were  to  write  up  what  I  presented  as 
a  report  of  the  Committee  and  find  that  it  represented  the  views 
of  a  minority  only.  I  do  not  care  whether  the  question  comes 
up  upon  a  majority  or  minority  report,  but  I  do  care  that  the 
report,  if  it  be  presented  as  a  report  of  the  Committee,  shall 
represent  the  views  of  a  majority  and  that  the  views  which 
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I  entertain,  if  they  are  not  the  views  of  a  majority  of  the  Com- 
mittee, shall  be  presented  upon  behalf  of  a  minority  alone. 
Therefore,  once  again  I  ask  that  you  give  this  immediate  at- 
tention and  do  me  the  courtesy  to  write  me  defining  your  posi- 
tion at  the  earliest  possible  moment. 

In  response  to  this,  I  have  received  the  following  letter  from 
Hon.  A.  P.  Watson,  of  Oklahoma,  to  wit: 

"Oklahoma  City,  Okla.,  November  5,  1914. 
"HoN.  WM.  D.  WILLIAMS,  Chairman, 

"Committee  on  'Amendment  of  Act  to  Regulate  Commerce,' 

"Austin,  Texas. 
"Dear  Sir : 

"I  am  in  receipt  of  your  letter  of  the  3rd  inst.  relative  to  report  which  you,  as 
chairman  of  the  above  mentioned  committee,  expect  to  make  to  the  National 
Association. 

"I  think  your  idea  that  there  can  be  no  discrimination  between  state  and  inter- 
state rates  is  a  very  good  one  and  that  no  state  rate  should  be  set  aside  unless 
it  is  first  declared  to  come  within  the  constitutional  prohibition  of  confiscation  of 
property.  I  think  the  wording  of  the  proviso  which  you  recommend  is  very 
appropriate. 

"I  had  long  ago  come  to  the  conclusion  that  an  amendment  of  the  interstate  act 
should  be  made  by  increasing  the  commission  to  at  least  nine  members  in  order 
that  cases  might  be  heard  with  less  delay  and  decisions  rendered  promptly.  Any- 
thing which  is  in  line  of  increased  publicity  of  investigations  by  agents  and  exam- 
iners of  the  commission  is  in  line  with  progress,  but  I  do  not  think  it  essential 
that  an  amendment  be  made  to  the  act,  but  believe  that  if  the  matter  is  drawn  to 
the  attention  of  the  Interstate  Commerce  Commission  that  a  rule  can  be  made 
effective  by  the  Commission,  whereby  the  desired  ends  could  be  gained. 

"If  you  will  write  up  the  report  of  the  committee  along  the  lines  I  am  writing 
you,  I  shall  take  pleasure  in  signing  the  report. 

"Yours  very  truly, 

(Signed)     "A.  P.  WATSON,  Commissioner." 

Before  that  time,  I  had  also  received  a  communication  on 
this  subject  from  Hon.  Robert  C.  Bacon,  of  Vermont,  which 
deserves  place  in  this  report.  I  copy  it  here  as  follows : 

"PUBLIC  SERVICE  COMMISSION 

OF    THE 

STATE  OF  VERMpNT, 
ROBERT  C.  BACON,  Chairman. 

Brattleboro,  Vt,  Oct.  20,  1914. 
"HoN.  WM.  D.  WILLIAMS,  Commissioner, 
"Railroad  Commission  of  Texas, 

"Austin,  Tex. 
"Dear  Sir : 

"Replying  to  your  letters  of  September  12th  and  29th  would  say  that,  in  regard 
to  the  matter  of  report  of  Committee  No.  2  of  the  National  Association  of  Railway 
Commissioners,  I  will  heartily  concur  with  any  report  which  this  Committee 
chooses  to  make  which  advances  a  rational  scheme  to  prevent  further  curtailment 
of  the  powers  of  the  States  to  supervise  common  carriers  within  their  borders. 

"Of  course  the  rational  plan  would  be  to  have  but  one  body  supervising  all  com- 
mon carriers.  This  being  impossible,  however,  my  idea  is  that  the  encroachment 
of  the  Federal  authority  upon  the  rights  of  the  States  has  gone  nearly  the  limit 
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when  Congress  undertakes  to  make  a  close  season  on  migratory  game  birds  under 
the  guise  of  the  Commerce  clause  of  the  Constitution. 

"Yours  very  truly, 

(Signed)     "R.  C.  BACON. 

Ill  the  same  connection,  I  beg  to  submit  copy  of  a  letter  from 
Hon.  A.  r.  Anderson,  of  Colorado,  as  follows: 

"THE  PUBLIC  UTILITIES  COMMISSION" 

OF   THE 

STATE  OF  COLORADO, 
AARON  P.  ANDERSON,  Chairman. 

Capitol  Building,  Denver,  Oct.  6th,  1914. 

"HONORABLE  WILLIAM  D.  WILLIAMS,  Commissioner, 
"Railroad  Commission  of  Texas, 

"Austin,  Texas. 
"Dear  Sir: 

"I  have  your  letter  of  September  2o.th. 

''For  some  time  I  have  been  in  hopes  that  I  might  have  the  time  tc  write  fully 
my  views  on  the  subject  'Amendment  of  Act  to  Regulate  Commerce,'  which  I 
would  like  to  have  been  able  to  do  as  a  member  of  this  committee.  In  this  con- 
nection I  would  say  that  the  State  Railroad  Commission  of  Colorado  has  ceased  to 
exist  and  we  have  lately  become  The  Public  Utilities  Commission  of  the  State  of 
Colorado.  During  the  last  two  months  and  more,  I  have  been  extremely  busy  in 
attending  to  the  duties  of  changing  our  work  from  the  Railroad  Commission  to 
The  Utilities  Commission.  Under  the  new  law  we  acquired  jurisdiction  over  every 
public  utility  in  the  state.  It  has  been  my  intention  to  co-operate  in  this  matter, 
but  I  am  compelled  to  now  inform  you  that  it  will  be  absolutely  impossible  for  me 
to  give  the  attention  to  this  subject  which  should  be  required  of  anyone  attempting 
to  discuss  it. 

"Regretting  very  much  that  this  is  the  case,  I  am, 

"Yours  very  truly, 

(Signed)     "A.  P.  ANDERSON." 

I  received  also  the  following  letter  from  Hon.  X.  S.  Ketclmni. 

o 

of  Iowa: 

"STATE  OF  IOWA, 
COMMERCE  COUNSEL. 

Des  Moines,  September  23,  1914. 
"Hox.  WILLIAM   D.  WILLIAMS, 
"Railroad  Commissioner, 

"Austin,  Texas. 
"Dear  Sir: 

"Replying  to  your  favor  of  September  12th  advising  me  of  my  appointment  to 
membership  on  the  committee  on  'Amendment  to  Act  to  Regulate  Commerce,'  to 
report  to  the  National  Association  of  Railway  Commissioners,  and  asking-  for  my 
views,  beg  to  say : 

"I  am  heartily  in  favor  of  such  legislation  as  will  give  the  Interstate  Commission 
authority  to  make  a  Uniform  Classification  with  such  necessary  orders  as  may 
compel  a  re-adjustment  of  class  rates,  so  that  we  shall  also  have  uniform  numbering 
of  class  rates. 
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any  of  the  same  expreai  the  opinion  of  the  writer  as  to  the 
action  to  he  taken.    I  therefore  beg  kare  ID  onut  the 

"-L1"    r^*.^~ 

In  this  connection.  I  sahsatt  n  ttmm   munmyMmyi  _ 

it  wffl  he  proper,  I  dunk,  that  tints  re- 

I 

WILLIAM  D.  WILLIAMS, 

am  Aanosaanent  of 

Aer  iff 


I  wavt  to  say  here  that  to  fire  at  a  atan.  who  m  oVoia^  hip 
daflir  work,  a  eoauanieatioa^  aaftja^  hnn  what;  he  thiak> 
te  he  doate  ahovt  aawndiaf  t^  aanoatal  A<et  to 


away.    Dnring  this  year  I  hare  had 

in  the  work  of  otter  conuottees.     I  waa  nUeil*  at  a 

I  pigeonholed  the  letter,  for  the  cone  being,  thinking  I 
in  a  few  days  ««  tinae  to  look  ft  np  and  work:  it  np  and 
it  ont.  and  tl^n  I  for*ot  an  abont  it.    I  on^t  to  say  thai 
to  these  frmOf—rm  here.     I  forgot  all 

I  hare  not  got  as  good  a 
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me  when  I  execute  a  promissory  note  and  leave  it  there  for 
payment.  I  believe  they  have  got  what  they  call  a  tickler,  which 
tickles  them  on  exactly  the  right  spot,  on  exactly  the  right  day, 
and  at  the  right  hour  of  the  day.  Well,  I  have  got  no  tickler. 

Now,  under  the  circumstances  under  which  this  report  has 
been  made  up,  I  concluded  that  it  would  be  proper,  if  that 
method  of  treatment  of -the  subject  were  satisfactory,  not  to 
move  the  adoption  of  this  report  by  sections,  or  as  a  whole,  or 
in  any  other  way,  but  to  submit  separate  resolutions  asking,  as 
to  the  report,  that  it  be  received  and  printed  and  letting  this 
question,  which  is  a  vital  and  important  question,  come  up 
upon  a  motion  to  adopt  the  principal  resolution.  If  there  be 
no  objection  to  that  course,  I  will  move  then  that  this  report  be 
received  and  printed,  and  will  a.sk  leave  immediately  afterward 
to  move  the  adoption  of  a  resolution. 

The  motion  was  seconded. 

The  PRESIDENT.  It  has  been  moved  and  seconded  that  the 
report  just  read  be  received  and  printed. 

The  motion  was  agreed  to. 

Mr.  WILLIAMS,  of  Texas.  Mr.  President  and  Gentlemen  of 
the  Association,  I  desire  to  offer  for  adoption  this  resolution : 

Resolved,  That,  in  the  opinion  of  this  Association,  the  Act  to 
Regulate  Commerce  should  be  amended  by  adding  to  the  first 
section  thereof,  immediately  following  the  present  proviso,  these 
words : 

"And,  provided,  that  nothing  in  this  act,  nor  the  exercise  of  any  authority  by 
the  Interstate  Commerce  Commission  by  virtue  thereof,  shall  absolve  any  railroad 
or  other  common  carrier  from  obeying  any  rate,  rule,  regulation  or  practice  of  any 
State  with  respect  to  the  transportation  of  passengers  or  property,  or  the  receiving, 
delivery,  storage  or  handling  of  property  wholly  within  one  State  and  not  shipped 
to  or  from  a  foreign  country,  from  or  to  any  State  or  territory  as  aforesaid, 
unless  and  until  such  common  carrier  shall  have  secured  the  judgment  of  a  court 
of  competent  jurisdiction  holding  such  rate,  rule,  regulation  or  practice  imposed 
as  aforesaid,  to  be  unreasonable." 

The  wording  of  this  last  clause  is  not  exactly  the  same  as 
in  the  copy  which  I  read  before,  but  I  like  this  language  better. 

Mr.  ESHLEMAN,  of  California.  Before  the  discussion  com- 
mences, I  should  like  to  ask  Mr.  Williams  if  he  will  accept  a 
suggestion  of  Judge  Thompson?  I  should  like  to  have  him  make 
the  suggestion  before  the  debate  commences. 

Mr.  THOMPSON,  of  Illinois.  I  was  about  to  rise  and  propose 
an  amendment.  Will  you  hear  it? 

Mr.  WILLIAMS,  of  Texas.    Surely. 

Mr.    THOMPSON,   of   Illinois.      Beginning   with    the   language 
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used  in  this  resolution,  I  suggest  the  addition  of  the  words  "and 
unlawful"  after  the  word  "unreasonable." 

Mr.  WILLIAMS,,  of  Texas.  That  is  perfectly  acceptable  to  me. 
I  intended  to  mention  that  as  I  was  reading  the  report,  but, 
my  attention  being  diverted  to  something  else  at  the  moment, 
I  forgot  it  afterward.  That  is  perfectly  acceptable  to  me— "to 
be  unreasonable  and  unlawful."  The  truth  is,  gentlemen,  I  have 
no  pride  of  ancestry  aiid  no  hope  of  posterity  in  these  words. 

Mr.  BARROW,,  of  Louisiana.  If  you  will  pardon  me,  are  you 
going  on  now  with  the  discussion  of  the  resolution  which  you 
propose. 

Mr.  WILLIAMS,,  of  Texas.    Yes,  I  want  to  add  just  a  wrord. 

Mr.  BARROW,  of  Louisiana.  If  so,  at  the  proper  time,  I  want 
to  ask  that  Mr.  Taylor,  of  Louisiana,  be  permitted  to  introduce 
his  resolution,  so  that  the  two  matters  may  be  before  the  con- 
vention at  the  same  time.  At  the  proper  time  in  the  proceed- 
ings Mr.  Taylor  desires  to  introduce  a  substitute,  so  that  both 
matters  may  be  before  the  convention  for  consideration  at  the 
same  time. 

Mr.  WILLIAMS,  of  Texas.  I  have  no  desire  to  occupy  time  in 
a  discussion  of  this  matter.  Its  gravity  is  apparent  to  every- 
one, and  I  think  I  have  said  probably  all  that  one  ought  to  say, 
at  least  in  the  opening  of  such  a  discussion,  and  perhaps  in 
closing  it  also.  The  situation  is  rapidly  becoming  ridiculous. 

Mr.  BURR,  of  Florida.  Mr.  President,  will  the  gentleman  per- 
mit me  to  make  a  suggestion? 

Mr.  WILLIAMS,  of  Texas.    Surely. 

Mr.  BURR,  of  Florida,  The  resolution  which  the  gentleman 
from  Louisiana  has  just  referred  to  seems  to  be  in  the  form  of 
a  substitute,  as  it  has  been  handed  around  here  this  morning. 

Mr.  WILLIAMS,  of  Texas.     Yes. 

Mr.  BURR,  of  Florida,  And,  in  order  that  both  papers  may 
be  discussed  in  connection  with  each  other  I  would  suggest  that 
you  allow  the  introduction  of  the  substitute  before  any  debate 
begins. 

Mr.  WILLIAMS,  of  Texas.  Surely.  That  is  not  at  all  objection- 
able to  me. 

Mr.  TAYLOR,  of  Louisiana,  Mr.  President,  I  will  offer  the  fol- 
lowing resolution  as  a  substitute  for  that  offered  by  Mr. 
Williams : 

Resolved,  That  it  is  the  opinion  of  this  Association  that  the 
Act  to  Regulate  Commerce  should  be  amended  by  adding  to  the 
first,  section  thereof,  immediately  following  the  proviso  in  the 
first  paragraph  thereof,  the  following,  viz. : 
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"And  provided  further,  that,  whenever  the  Interstate  Commerce  Commission,  in 
the  exercise  of  its  authority  under  this  act  and  its  amendments,  upon  complaint 
filed  and  investigation  made,  finds  that  unjust  discrimination  arises  out  of  the 
relation  of  intrastate  rates  to  interstate  rates,  as  a  result  of  the  failure  of  the 
carrier  or  carriers  to  extend  the  intrastate  rates  to  interstate  commerce,  where  the 
circumstances  and  conditions  surrounding  the  interstate  and  the  intrastate  trans- 
portation are  similar,  and  the  intrastate  rates  have  been  fixed  and  established  and 
are  maintained  by  state  authority,  preceded  by  full  investigation  as  required  by 
the  laws  of  the  respective  States,  the  intrastate  rates  so  established  by  State 
authority  shall  be  considered  by  the  Interstate  Commerce  Commission  as  prima 
prim  a  facie  reasonable." 

I  offer  that  as  a  substitute,  and  I  will  say  to  the  convention 
that  Mr.  Barrow,  counsel  for  the  'State  of  Louisiana,  has  fol- 
lowed this  famous  Shreveport  rate  case  from  its  inception  clear 
through  to  the  Supreme  Court  of  the  United  States. 

He  is  here  to  speak  for  Louisiana  on  that  subject. 

Mr.  HILLYEH,  of  Georgia,  Before  the  discussion  proceeds,  I 
would  like  to  suggest  an  amendment  in  aid  of  the  principal  reso- 
lution, which  probably  will  be  accepted  by  the  mover  of  it.  That 
is  to  strike  out  the  words  "until  such  common  carrier  shall  have 
secured  a,  judgment,"  and  make  it  read  "until  there  shall  have 
been  a  judgment  of  the  court,"  so  thlat  the  common  carrier  will 
not  have  to  make  a  case  and  obtain  the  estoppel  of  the  judg- 
ment, but,  if  the  matter  has  been  dealt  with  by  the  court  in 
any  former  case,  it  will  be  applicable  to  all  similarly  situated. 

Mr.  WILLIAMS,  of  Texas.  It  seems  to  me  that  would  be  an 
improvement.  It  had  not  occurred  to  me.  That  is  one  of  the 
troubles  in  doing  work  by  yourself  without  suggestions.  It 
seems  to  me  that  is  better. 

Mr.  HILLYER,  of  Georgia.  The  idea  is  that  so  soon  as  any 
common  carrier  has  secured  a  judgment,  then  all  others  simi- 
larly situated  will  have  the  benefit  of  it,  or  all  parties  con- 
cerned in  the  shipment  will  have  the  benefit  of  it  without  hav- 
ing to  make  a  case  of  their  own,  as  the  present  language  would 
seem  to  imply. 

Mr.  WILLIAMS,  of  Texas.  Will  you  put  your  amendment  in 
such  shape  that  it  can  be  handed  in  here  and  dealt  with? 

Mr.  HILLYER,  of  Georgia.    Yes. 

Mr.  WILLIAMS,  of  Texas.  I  really  do  not  know  what  gentle- 
man seconded  the  motion,  or  whether  anyone  did. 

The  PRESIDENT.  No  one  has  seconded  it  yet.  It  has  been 
informal  so  far. 

Mr.  BURR,  of  Florida,  Mr.  President,  as  to  the  resolution 
offered  by  the  gentleman  from  Texas,  I  want  to  say  that  I 
second  the  adoption  of  that  resolution. 

Mr.  ATKINSON,  of  Missouri.     Is  the  amendment  now  offered 
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to  the  substitute,  or  to  the  original  motion?  If  it  is  offered  to 
the  original  motion,  1  make  the  point  of  order  that  the  only 
thing  in  order  at  this  time  is  the  adoption  of  the  substitute,  un- 
less by  unanimous  consent. 

Mr.  DOTY,  of  Ohio.    That  opens  up  the  whole  subject, 

Mr.  WILLIAMS,  of  Texas.  1  do  not  want  to  make  any  points 
of  order  myself.  It  seems  to  me  the  amendment  suggested  is 
a  good  one.  It  seems  to  me,  on  the  spur  of  the  moment,  that, 
if  I  had  thought  of  it,  I  would  have  incorporated  it  myself,  and 
I  welcome  it.  Under  those  circumstances  I  should  not  feel  like 
asking  any  strict  formality,  but  I  may  be  tangling  this  all  up. 
I  do  not  wrant  to  do  that,  either. 

Mr.  ATKINSON,  of  Missouri.  I  have  no  desire  to  shut  off  any 
consideration  of  the  merits  of  it,  but  I  am  merely  trying  to 
keep  the  record'  straight,  011  the  motion  and  the  substitute.  If 
the  gentleman  from  Texas  wishes  to  accept  the  other  amend- 
ment, I  have  no  objection  whatever,  and  will  not  make  any  point 
of  order. 

The  PRESIDENT.  Thus  far  the  various  resolutions  offered  to 
the  convention  have  been  proposed  by  unanimous  consent,  and 
without  any  objection.  The  original  resolution  proposed  by 
Mr.  Williams  was  seconded  and,  by  unanimous  consent,  for  the 
purpose  of  discussing  both  phases  of  this  resolution,  a  substi- 
tute has  been  offered  by  Mr.  Taylor,  of  Louisiana.  This  was 
done  purely  for  the  purpose  of  presenting  to  this  convention 
both  ideas  of  the  questions  that  would  be  discussed,  and  it 
is  now  in  order  for  Mr.  Williams  to  say  whatever  he  may  wish 
to  say  in  support  of  his  original  motion.  When  the  motion  is 
finally  put,  the  convention  will,  of  course,  vote  first  upon  the 
substitute. 

Mr.  BURR,  of  Florida.  Mr.  President,  I  should  like  Mr.  Will- 
iams and  a  few  other  gentlemen  who  have  suggested  amend- 
ments to  him  to  read  his  resolution  as  it  will  read  with  those 
suggested  amendments  in  it,  before  we  proceed  to  its  con- 
sideration. 

The  PRESIDENT.    The  suggestion  is  well  taken. 

Mr.  BURR,  of  Florida,  One  by  the  gentleman  from  Illinois 
and  the  other  by  the  gentleman  from  Georgia, 

The  PRESIDENT.  The  amendments  are  now  being  prepared, 
and  as  soon  as  they  are  prepared  I  will  have  the  resolution  read 
as  amended. 

Mr.  ESHLEMAN,  of  California,  In  the  meantime,  can  we  not 
hear  Mr.  Williams  on  the  main  question?  We  know  what  the 
main  question  is. 


202  NATIONAL    ASSOCIATION    OF    RAILWAY    COMMISSIONERS. 

The  PKKSIDENT.     I  think  so. 

Mr.  WILLIAMS,  of  Texas.  Perhaps  it  is  very  unfortunate  that 
being  tired  out  when  1  had  finished  this  work  I  dictated  a  reso- 
lution which  undertakes  to  prescribe  language,  instead  of  just 
simply  stating  a  general  principle  and  leaving  it  to  somebody 
hereafter  to  fix  the  language,  because  the  general  principle  is 
one  which  we  certainly  understand,  and  we  know  what  we  are 
after.  As  to  the  language,  I  do  not  know  whether  we  will  ever 
know,  until  the  court  passes  on  it.  That  has  been  the  case  here- 
tofore and  I  do  not  know  why  it  should  not  be  hereafter. 

I  have  no  desire  to  say  anything  further  about  this  matter. 
The  interstate  commerce  provision  in  the  Federal  Constitution 
has  been  stretched  until  it  pretty  nearly  embraces  the  whole 
world.  Again,  in  the  language  of  the  cow-camp,  it  is  pretty 
nearly  played  out.  If  it  stretches  much  further,  something  will 
bust. 

Away  up  yonder  on  the  border  between  Texas  and  Oklahoma,. 
Bill  Jenkins,  whom  my  friend  Col.  Watkins  knows  doubtless, 
has  a  ranch,  on  the  Texas  side.  There  was  a  lonesome  rider  in 
No  Man's  Land  who  scared  up  a  jack  rabbit  that  ran  across 
the  line  into  Texas.  Now,  Bill  Jenkins,  among  his  other  posses- 
sions, owned  a  very  celebrated  lot  of  hounds.  Never  since  they 
were  born  have  they  succeeded  in  catching  a  jack  rabbit;  never 
since  they  were  born  have  they  seen  a  jack  rabbit  without  try- 
ing to  catch  him.  This  jack  rabbit  ran  in  the  direction  of  one 
of  Bill  Jenkin's  hounds,  and  the  dog  immediately  took  after 
him,  headed  him  and  ran  him  back  into  Oklahoma  and  there 
lost  him.  Now,  I  do  not  know  what  the  rabbit  would  have 
thought  if  he  had  been  told  that  he  was  engaging  in  interstate 
commerce.  I  know  the  dog  would  not  have  cared  a  cent  if  he 
had  been  told  that  he  had  hindered,  restrained  and  prevented 
interstate  commerce,  but  that  is  what  he  did.  (Laughter.)  And 
when  the  geese  fly  over  my  house  at  night,  and  honk  at  the  lights 
of  our  little  town,  as  they  do  at  this  time  of  the  year,  I  wonder 
about  this  interstate  commerce  business,  which  even  goes  so  far 
that  the  migratory  birds  and  animals  crossing  the  borders  of 
our  States  are  held  to  be  the  subjects  of  interstate  regulation, 
to  be  governed  and  regulated  exclusively  by  the  federal  law. 
I  do  not  know,  but  I  think  the  decisions  of  the  Supreme  Court 
warrant  me  in  saying  that  logically  they  cannot  stop — not  that 
they  will  not  stop,  but  that  logically  they  cannot  stop — short  of 
saying  that,  whenever  a  bale  of  cotton  leaves  the  gin  in  Texas 
on  a  farmer's  wagon  to  go  to  a  market  to  be  sold,  it  is  in  in- 
terstate commerce,  because  everybody  knows  it  is  going  out  of 
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the  State  before  it  is  consumed;  that  only  a  lire  or  a  providen- 
tial misfortune — its  destruction,  in  some  way — €an  hinder  it 
going  to  the  consumer  beyond  our  confines.  Logically,  under 
this  law,  it  is  in  interstate  commerce,  and  the  blacksmith  who 
shoes  the  horses  that  are  hauling-  that  wagon  along  the  Texas 
road  is  an  aid  and  an  instrument  of  interstate  commerce  and 
under  the  government  and  protection  of  the  federal  law,  and 
the  roads,  which  we  have  not  built,  which  are  mud  holes  in 
wet  weather  and  dust  piles  in  dry  weather  are  federal  roads. 
I  hope  to  God  the  federal  government  will  maintain  them  if 
they  are.  (Applause.)  Now,  I  do  not  believe  Congress  wants 
to  do  these  different  things.  I  think  Congress  once  evidenced 
its  determination  not  to  take  jurisdiction  of  these  rate  subjects. 
I  think  it  is  still  minded  not  to  do  that;  but  I  do  believe  that 
unless  this  Association  takes  some  positive  action  in  the  mat- 
ter there  will  be  difficulty  in  getting  interest  enough  in  the 
subject  to  secure  action  at  all.  Not  that  they  would  not  vote  right, 
if  you  could  get  them  to  vote  at  all.  I  have  been  in  a  legislature, 
and  Congress  is  merely  an  enlarged  legislature.  We  are  all 
good  people,  even  the  villains,  but  you  have  got  to  get  our  at- 
tention directed  to  a  subject,  and  there  are  a  hundred  subjects 
demanding  our  attention,  and  you  have  got  to  give  some  em- 
phasis to  a  thing,  if  you  are  to  get  attention  to  it.  That  is  one 
reason  why  I  desire  action  here.  Another  reason  is  because 
there  is  not  any  other  body  of  men  in  the  United  States  so 
vitally  concerned  in  these  matters  as  this  body  which  is  assem- 
bled here  today. 

It  is  needless  to  say  that  I  am  not  satisfied  with  the  substi- 
tute offered  by  the  gentleman  from  Louisiana  (Mr.  Taylor).  It 
is  needless  to  argue  that.  It  goes  to  the  very  vitals  of  the 
whole  question.  The  gentleman  who  propounds  that  resolution 
does  not  believe  in  local  self  government.  I  do.  That  is  the 
difference,  and  it  is  a  vital  and  fundamental  difference.  There 
is  no  use  in  my  arguing  to  that  man  who  does  not  believe  in 
it,  who  has  arrived  at  the  years  he  has,  and  taken  upon  him- 
self the  responsibilities  of  membership  in  this  Association.  You 
have  a  conviction  one  way  or  the  other,  and  it  is  a  very  definite 
conviction.  All  I  desire  to  do  is  to  show  you  that  this  ques- 
tion does  involve  that  principle  and  that,  little  as  the  railroad 
managers  may  think  of  the  merits  of  State  regulation,  the  'State 
bodies  can  do  and  have  done  most  excellent  work,  and  there 
will  never  again  be  ten  years  of  such  prosperity  or  twenty  years 
of  such  prosperity  and  suchv  increase  in  the  growth  of  the  in- 
ternal transportation  of  a  country  as  we  have  seen  during  the 
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last,  ten  and  twenty  years,  when  we  were  going  on  in  this  way, 
which  is  cursed  right  and  left  as  having  been  an  interference 
with  prosperity  and  a  hindrance  to  progress. 

I  thank  you,  gentlemen.     (Applause.) 

-Mr.  BARROW,  of  Louisiana.     Mr.  President— 

The  PRESIDENT.  We  will  now  listen  to  Judge  Barrow  of 
Louisiana,  who  will  speak  on  behalf  of  the  substitute. 

Mr.  PRENTIS,  of  Virginia.  Before  the  gentleman  discusses  the 
substitute,  I  want  to  suggest  to  him  that  he  strike  out  five  words 
in  the  substitute  commencing  on  the  fifth  line.  These  words  are : 
"preceded  by  a  full  investigation." 

It  seems  to  me  that  if  his  resolution  is  adopted  that  language 
will  introduce  an  element  of  uncertainty  into  the  matter,  re- 
quiring the  Interstate  Commerce  Commission  to  ascertain  and 
be  the  judge  as  to  what  sort  of  an  investigation  has  been  made. 
If  his  resolution  is  to  be  adopted  by  this  Association,  I  think 
we  ought  to  insist  that,  when  the  rates  have  been  fixed  by  State 
authority  as  required  by  the  laws  of  the  several  States,  those 
rates  should  be  deemed  prima  facie  correct,  without  any  further 
inquiry  as  to  how  they  were  fixed.  The  State  is  the  judge  as 
to  the  methods  by  which  it  shall  fix  its  intrastate  rates,  and  if 
they  have  been  fixed  by  State  authority,  then  they  should  be 
deemed  to  be  prima  facie  correct.  I  suggest  that  you  omit  those 
words. 

Mr.  TAYLOR,  of  Louisiana.    All  right. 

Mr.  BARROW,  of  Louisiana,  That  amendment  is  acceptable  to 
Mr.  Taylor.  Is  it  your  intention  to  strike  out  the  words  "as 
required  by  the  laws  of  the  respective  States"? 

Mr.  PREXTIS,  of  Virginia,  Yes,  also  strike  out  the  repetition, 
"as  required  by  the  laws  of  the  several  States."  That  is  tau- 
tologous. 

Mr.  BARROW,  of  Louisiana,  Mr.  Chairman  and  Gentlemen  of 
the  Convention,  I  am  here  by  courtesy,  being  simply  an  honor- 
ary member  of  this  convention;  and  I  wish  at  the  outset  to 
express  my  appreciation  of  the  opportunity  of  discussing  bo- 
fore  you  what  I  consider  to  be  by  far  the  gravest  question  which 
has  ever  been  considered  by  this  association  and  which  has  ever 
been  presented  to  any  body  of  representatives  of  the  sovereign 
States  of  this  Union  since  the  original  convention  of  states,  in 
which  the  commerce  clause  was  written  into  the  constitution, 
was  had.  For  here  today  we  are  really  discussing  the  same  is- 
sues which  were  discussed  by  the  fathers  in  that  great  conven- 
tion when  the  States  by  their  desire  to  secure  to  themselves 
advantages  in  commerce,  found  it  necessary,  for  the  integrity 
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of  the  Union  and  for  the  good  of  the  whole,  and  in  fair  play,  to 
adopt  a  clause  which  prevented  interference  with  free  and 
untrammeled  'Commerce  between  the  States. 

The  resolution  which  has  been  ottered  by  the  gentleman  from 
Texas  (Mr.  Williams)  is,  briefly,  for  the  purpose  of  meeting  the 
issues  in  the  Shreveport  rate  case.  It  is  not  denied  by  that 
gentleman  in  his  report,  or  in  any  of  his  remarks  to  this  con- 
vention, that  the  primary  purpose  of  the  action  of  the  State 
of  Texas  was  to  secure  an  advantage  for  the  Texas  people  over 
an  interstate  competitor.  That  is  the  Shreveport  rate  case 
simply  stated,  no  matter  how  we  may  reform  the  phrase,  no 
matter  what  we  may  say  here  in  extenuation  of  the  circum- 
stances. Action  was  taken  Avhich  the  members  of  that  great 
commission  thought  were  necessary  to  bring  it  about.  It  comes 
back  to  that  single  issue,  undisputed  in  any  of  the  testimony 
before  the  Interstate  Commerce  Commission,  or  in  the  argu- 
ments or  briefs  before  the  'Supreme  Court  of  the  United  States,, 
or  in  any  statement  that  has  ever  been  made  to  this  conven- 
tion— that  the  sole  and  primary  purpose  of  the  State  of  Texas 
was  to  secure  in  its  rate  adjustment  an  advantage  to  the  shippers 
of  the  State  of  Texas,  and,  to  prevent  thereby,  as  a  necessary 
result,  the  free  exchange  of  interstate  commerce.  If  that  con- 
dition had  not  existed  there  would  have  been  no  Shreveport 
rate  case,  and  this  question  would  never  have  been  presented; 
for  in  all  the  numerous  and  various  phases  of  rate  regulation 
which  have  been  presented  to  the  Interstate  Commerce  Commis- 
sion in  the  twenty-five  years  of  its  existence  there  had  never 
been  a  case  presented  before  where  one  State  has  been  com- 
pelled, through  a  long  series  of  actions  on  the  part  of  another 
State,  lasting  over  a  period  of  ten  years,  to  seek  relief  from  a 
condition  which  had  cost  one  city — the  city  of  Shreveport — three 
million  dollars  a  year  in  commerce.  Naturally,  while  there  is  no 
personal  feeling  between  the  Louisiana  commissioners  and  the 
Texas  commissioners,  or  between  the  people  of  Louisiana  and 
the  people  of  Texas,  we  still  feel  that  we  are  here  not  primarily 
to  discuss  a  question  of  State  rights,  but  to  perpetuate  a  deci- 
sion which  absolutely  abolishes  the  greatest  State  wrong  that 
has  ever  been  perpetrated  by  any  State  of  the  Union  upon 
another  in  so  far  as  the  regulation  of  commerce  is  concerned. 
That  frankly  expresses  the  position  of  the  State  of  Louisiana 
in  the  Shreveport  rate  case.  The  great  tribunal  which  will  re- 
view your  official  acts,  the  tabernacle  of  justice  to  which  we  must 
all  finally  appeal,  the  Supreme  Court  of  the  United  States,  said 
the  State  of  Louisiana  was  right,  that  redress  was  obtainable- 
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under  the  commerce  clause  of  the  Constitution,  and  that  Con- 
gress had  given  the  Interstate  Commerce  Commission  the  power 
to  carry  out  that  clause. 

Now  it  is  proposed  here  today,  by  resolution,  to  undo  what 
was  accomplished  by  that  decision,  and  it  is  proposed  to  take 
this  action  for  the  benefit  of  the  State  of  Texas.  I  say  that  be- 
cause Mr.  Williams  has  frankly  stated  that  the  resolution  which 
he  has  offered  is  not  the  resolution  of  the  committee,  that  it  is 
his  own  personal  view  only,  and  that  it  is  an  effort  on  the  part 
of  the  State  of  Texas  to  overcome  by  legislation  the  judicial 
determination  in  the  Shreveport  rate  case — to  do  by  legislation 
what  could  not  be  done  under  existing  laws. 

o 

Mr.  WILLIAMS,  of  Texas.  Will  the  gentleman  permit  an  in- 
terruption? 

Mr.  BARROW,  of  Louisiana.     Certainly. 

Mr.  WTILLIAMS,  of  Texas.  In  what  way  can  I  avoid  what  has 
already  happened? 

Mr.  BARROW,  of  Louisiana.  I  think  you  have  been  very  frank 
about  it,  and  I  am  simply  stating  the  facts  as  I  understand 
them.  You  cannot  avoid  the  decision,  and  you  are  simply  try- 
ing to  meet  it  and  overcome  it. 

Mr.  WILLIAMS,  of  Texas.  How  can  I  meet  it?  The  judgment 
is  entered.  The  rates  are  in  force  in  Texas.  They  have  the  judg- 
ment of  the  Supreme  Court  of  the  United  States  back  of  them. 
I  desire  to  prevent  the  spread  of  this  disease  all  over  the  Ignited 
States.  I  have  got  the  case  myself. 

Mr.  BARROW,  of  Louisiana.  If  we  could  have  the  assurance, 
and  if  this  convention  had  the  power  by  any  resolution  to  give 
the  assurance,  and  to  make  it  binding  upon  any  one,  that  the 
State  of  Texas,  as  soon  as  it  could  secure  an  amendment  to 
the  Act  to  Regulate  Commerce  such  as  is  proposed  here,  would 
not  again  put  in  force  rates  which  discriminated  against  the 
shippers  of  Louisiana,  then,  of  course,  discussion  here  would 
be  futile.  But  the  result  will  be  the  same  as  it  was  before.  The 
policy  of  the  State  of  Texas  has  been  denned  for  ten  or  fifteen 
years  by  communications  and  by  example,  and  by  official  ex- 
pressions in  annual  reports  which  are  public  documents.  There 
is  no  dispute  on  that  point.  I  do  not  think  it  has  ever  been 
questioned  by  any  one. 

Xow,  just  for  a  moment,  I  Avish  to  take  up  briefly  the  decision 
in  the  Shreveport  rate  case.  Of  course  you  know  what  the  find- 
ings of  the  Interstate  Commerce  Commission  were  in  that  case. 
There  was  a  complaint  by  the  State  of  Louisiana  against  the 
carriers — not  .against  the  Texas  commission.  The  Texas  com- 
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mission  ANUS  not  a  party  to  this  suit.  They  were  iuvited  to  be 
present,  but  thought  perhaps  for  some  reason  it  was  not  best 
to  appear.  They  did  not  appear,  and  took  no  part  in  the  case 
at  any  stage  of  the  proceedings. 

Mr.  WILLIAMS,  of  Texas.  fc?ince  I  have  got  in  front  of* that 
question  once  more,  will  the  gentleman  state  who  invited  us? 

Mr.  BARROW,  of  Louisiana.  Yes.  The  record,  if  I  had  it  here, 
would  plainly  show  that  you  were  invited  by  the  attorneys,  and 
that  a  supplemental  petition  was  filed  in  the  case  asking  the 
Interstate  Commerce  Commission  to  make  the  Texas  cornniis-. 
sion  parties,  and  served  by  counsel  upon  the  Texas  Commis- 
sioners, which  was  declined  by  the  Interstate  Commerce  Com- 
mission on  the  ground  that  they  had  no  authority  to  make  the 
Texas  Commission  a  party,  but  the  invitation  was  extended  by 
counsel,  as  the  record  will  show. 

Mr.  WILLIAMS,,  of  Texas.  The  only  invitation  which  I  remem- 
ber to  have  received  came  from,  the  shippers  of  Texas,  who 
wanted  me  to  go  and  sustain  the  rates,  which  I  refused  to  do. 

Mr.  BARROW,  of  Louisiana.  Are  you  not  speaking  of  the  recent 
tearing;  in  iShreveport? 

Mr.  WILLIAMS,  of  Texas.    No,  I  am  speaking  of  the  old  hearing. 

Mr.  BARROW,  of  Louisiana.  I  was  one  of  the  parties  who 
sent  a  telegram  to  you  from  New  Orleans.  An  invitation  was 
also  sent  by  Mr.  Pleasant  and  Mr.  Walter,  and  the  record  shows 
certified  copies  of  those  letters  and  telegrams,  and  the  opinion 
of  the  Interstate  Commerce  Commission  refers  to  this  fact,  that 
the  Texas  commission  has  not  taken  any  part  in  the  proceed- 
ings in  any  way.  I  merely  state  that,  so  that  it  may  be  under- 
stood that  we  wanted  and  invited  the  Texas  commission  to  come 
into  this  case.  The  Louisiana  authorities  wanted  them  to  come 
in  from  the  start.  They  wanted  them  to  say  what  they  had  to 
say  about  this  rate  adjustment,  and  that  has  always  been  our 
position  in  the  matter.  The  Interstate  Commerce  Commission, 
considering  itself  without  authority,  rejected  the  supplemental 
petition  praying  that  the  Texas  commission  might  be  made 
parties. 

This  petition  was  filed,  hearings  were  held,  evidence  was 
taken,  and  the  carriers  of  course  immediately  submitted  the 
proposition  that  these  were  forced  rates,  and  that  discrimina- 
tion caused  by  forced  rates  imposed  by  State  authority  was 
not  unjust  discrimination;  that  the  only  kind  of  unjust  dis- 
crimination that  the  Interstate  Commerce  act  was  intended  to 
•cover  was  that  which  was  voluntarily  caused  by  the  acts  of  the 
carriers.  This  issue  was  squarely  presented  to  the  Interstate 
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Commerce  Commission,  and  as  squarely  overruled.  It  went  to 
the  Commerce  Court  and  then  to  the  Supreme  Court  of  the 
United  States,  and  the  Supreme  Court  of  the  United  States  held, 
as  did  the  Interstate  Commerce  Commission  and  the  Commerce 
Cour*t,  that  the  third  section  of  the  Act  to  Kegulate  Commerce 
covered  any  kind  of  unjust  discrimination  by  any  of  the  inter- 
state carriers;  that  it  was  the  duty  of  the  carrier  in  the  first 
instance  to  remove  that  discrimination,  and  failing  to  do  so 
the  remedy  was  left  to  the  shipper,  with  an  appeal  to  the  In- 
terstate Commerce  Commission  for  an  appropriate  order  to  re- 
move such  discrimination. 

After  the  hearing  before  the  Interstate  Commerce  Commis- 
sion test  orders  were  entered.  There  was  no  order  by  the  In- 
terstate Commerce  Commission  to  any  Texas  railroad  to  in- 
crease its  rates.  That  is  a  mistaken  idea.  That  was  not  ordered 
by  the  Interstate  Commerce  Commission  and  it  has  not  up  to 
this  date  been  ordered  by  the  Interstate  Commerce  Commission 
in  any  order  that  has  been  rendered  in  the  Shreveport  rate  case. 
The  Interstate  Commerce  Commission  declared  that  certain 
class  rates  out  of  Shreveport  were  unreasonable,  and  prescribed 
a  scale  westward  from  Shreveport  into  Texas,  using  as  a  measure 
for  that  rate  the  Texas  class  rate.  That  rate  is  in  effect  today, 
but  it  was  not  the  class  rate  that  was  a  discrimination.  Texas 
had  placed  in  effect  not  only  a  mileage  scale  of  rates  applying 
under  the  western  classification,  but  in  addition  to  that  had 
made  quite  a  reduction  on  specific  commodities,  applying  these 
reductions  from  various  points  in  the  'State  of  Texas  to  other 
points  in  the  State  of  Texas,  which  further  discriminated  against 
interstate  shipments.  The  railroads  at  no  time  extended  these 
rates  into  Shreveport.  They  at  all  times  said,  "We  cannot  ex- 
tend these  rates  into  Shreveport  because  we  do  not  consider 
them  reasonable  for  interstate  traffic,  and  we  have  been  forced 
by  the  orders  of  the  Texas  commission  to  apply  them  in  Texas ;" 
and  in  the  record  in  the  Shreveport  rate  case  it  was  shown, 
as  stated  by  Judge  Williams  this  morning,  that  some  of  these 
rates  were  put  in  under  a  compromise  agreement,  The  com- 
promise agreement  was  a  result  of  litigation  against  the  State 
of  Texas,  or  against  this  railroad  to  collect  penalties.  I  wish 
Mr.  Williams  would  correct  me  if  I  am  mistaken  about  that, 
because  that  is  what  the  record  before  the  Interstate  Commerce 
Commission  shows,  that  as  a  result  of  this  litigation  the  rail- 
roads agree  to  maintain  these  rates  in  Texas,  and  the  fines  were 
not  collected.  That  is  how  those  rates  originally  got  into  effect. 
Along  about  1900  to  1903  these  reductions  and  changes  in  the 
Texas  rates  began  to  he  made. 
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Just  as  soon  as  these  changes  were  made  in  the  Texas  rates 
the  Texas  cities  began  to  grow,  as  a  logical  result.  And  I  want 
to  say  to  Judge  Williams  and  to  the  members  of  the  Texas  com- 
mission that  I  have  great  admiration  for  them,  and  I  have  looked 
with  wonder  upon  the  progress  of  that  State;  but  at  the  same 
time  I  have  looked  with  chagrin  and  dismay  upon  the  results 
upon  the  sister  State  of  Louisiana  and  the  cities  in  other  sister 
States.  Just  as  splendidly  situated,  with  just  as  good  territory,, 
with  just  as  good  people,  they  were  unable  to  keep  pace  with 
the  people  of  Texas,  because,  forsooth,  though  but  twenty  miles 
away  from  the  Texas  border,  they  were  unable  to  sell  freight  in 
Texas,  against  the  Texas  rates. 

Previous  to  1903  the  city  of  Shreveport  enjoyed  a  tremendous 
trade  in  Texas.  It  had  commercial  relations  with  every  one 
of  the  small  town®  and  cities  in  the  eastern  portion  of  that 
State,  and  in  the  record  it  is  shown  that  after  these  rates  were, 
put  into  effect,  not  only  were  Louisiana  and  Shreveport  com- 
plaining, but  that  Texas  farmers  and  merchants  were  com- 
plaining because  they  could  not  do  the  business  they  had  form- 
erly done  in  Shreveport,  and  t^Jiat  they  were  forced  by  these  rates 
to  buy  in  Dallas;  that  they  were  unable  to  buy  in  Shreve- 
port, although  they  desired  to  do  so.  When  I  make  that  state- 
ment I  am  speaking  of  what  appears  in  the  record.  The  east 
Texas  shippers  complained  and  filed  an  intervention,  asking  the 
Interstate  Commerce  Commission  to  remove  this  discrimination 
and  let  them  go  over  into  the  State  of  Louisiana  to  buy  and 
sell  their  goods,  if  they  wished  to  do  so. 

The  business  of  Shreveport  fell  off.  After  these  rate  adjust- 
ments the  business  of  the  wholesale  houses  in  Shreveport  fell 
off  between  $3,000,000  and  $4,000,000  a  year.  That  is  the  amount 
of  Texas  business  which  they  were  unable  to  continue  to  do. 
After  the  Texas  rate  adjustment  that  business  decreased  between 
$3,000,000  and  $4,000,000  a  year.  Now,  that  was  spread  over 
eight  wholesale  houses  in  the  city  of  Shreveport,  and  it  should 
be  remembered  that  Shreveport  at  that  time  was  a  city  of  about 
only  15,000  population,  and  that  this  was  a  large  part  of  the 
business  of  those  houses.  It  came  to  the  point  where  these 
people  were  almost  confronted  with  bankruptcy. 

Xow,  to  come  to  the  decision  of  the  Supreme  Court,  I  think 
everybody  understands  that  situation  pretty  well.  I  think  by 
spending  a  few  moments 'looking  at  the  map  we  may  all  appre- 
ciate the  situation  perhaps  more  vividly  than  I  can  paint  it  in 
words. 

I  call  your  attention  to  the  great  Empire  of  Texas,  greater 
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in  territory  by  six  times  than  the  State  of  Louisiana — greater 
in  territory  than  any  other  State  in  the  Union — with  power  by 
reason  of  its  vast  extent  and  vast  resources  to  live  almost  com- 
pletely within  itself,  producing  almost  every  commodity  that  is 
used  by  its  people,  and  able  to  sustain  itself  from  its  own  re- 
sources. 

Now,  if  a  'State  deliberately  goes  to  work  and  says,  "We  in- 
tend to  live  within  ourselves,  we  intend  to  prescribe  a  rule  or 
law  by  which  it  will  be  impossible  for  any  other  man  in  your 
line  of  business  to  cross  this  border  and  do  business  in  our 
State  on  equal  terms  with  the  man  in  our  State,"  I  ask  you 
gentlemen,  as  commissioners,  -as  business  men  and  lawyers,  is 
that  fair  play?    That  is  the  whole  question  before  this  convention. 
Is  that  fair  play?  That  was  just  what  happened.  As  you  will  see 
on  the  map  which  is  before  you  Shreveport  is  the  point  right  in 
the  northwestern  part  of  Louisiana  where  the  railroads  center. 
It  is  just  twenty  miles  from  the  State  line  on  one  railroad,  and 
on  account  of  this  Texas  adjustment  of  rates  Shreveport  has 
had  to  maintain  an  automobile  line  between  Washington,  a  point 
in  Texas,  and  Shreveport,  in  order  to  do  business  in  Texas.     It 
uses  the  Texas  road  from  the  State  line,  but  cannot  use  the  rail- 
road for  a  distance  of  twenty  miles  from  Shreveport  because 
of  the  interstate  rate  adjustment  being  so  much  higher  than  the 
Texas  'State  rate.     Consequently  the  business  men  in  that  city 
have  organized  and  have  been  operating  for  several  years  over 
a  level  road  between  these  points  automobile  lines  that  make 
several  trips  a  day  to  haul  their  traffic  to  Shreveport  and  out  of 
Shreveport  because  of  the  discrimination.     The  same  rates  ap- 
ply westward  and  eastward,  to   Shreveport.     In  other  words, 
the  Shreveport  merchant  cannot  buy  Texas  commodities.     He 
could  buy  in  Texas,  but  he  cannot  concentrate  his  goods  at 
Shreveport.     The    consequence   is  that    the    Shreveport    people 
have  had  to  maintain  offices  in  Houston  and  Fort  Worth  and 
Dallas,  and  in  order  to  carry  on  business  at  all  they  had  to 
buy  and  bank  in  the  State  of  Texas.     Now,  again,  is  that  fair 
play?     Is  that  "equal  rights  to  all,  special  privileges  to  none''? 

Now,  I  will  for  a  moment  take  up  the  Minnesota  rate  case, 
which  presented  just  the  opposite  of  the  Shreveport  case.  In 
the  Minnesota  rate  case  the  railroads,  recognizing  the  value  to 
them  of  the  traffic  of  the  various  border  cities,  did  not  attempt 
to  deny  to  those  cities  the  rates  which  were  prescribed  by  the 
State  of  Minnesota.  They  extended  them  voluntarily.  They 
complied  with  the  mandate  of  the  Interstate  Commerce  Act  and 
removed  the  unjust  discriminations  which  had  resulted,  and 
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then  applied  to  the  courts  for  relief,  and  they  said,  "The  State 
has  forced  us  to  put  in  rates  which  must  apply  to  the  inter- 
state business  or  we  will  lose  it." 

You  know  the  result  of  the  decision.  It  said,  "If  the  State 
makes  a  reasonable  rate,  and  you  are  forced  to  use  it,  that  is 
not  an  interference  with  interstate  commerce.  It  is  a  natural  result 
of  the  exercise  of  State  authority,  and  this  court  cannot  assist 
you.  So  long  as  the  State  has  made  a  reasonable  rate  and  you 
have  applied  that  to  interstate  commerce,  you  have  no  complaint 
to  make."  So  that  relief  could  not  be  found  in  the  Minnesota 
rate  cases.  It  was  necessary  first  to  present  the  case  to  the 
Interstate  Commerce  Commission  and  have  a  finding  that  there 
was  unjust  discrimination.  Now,  I  wish  you  to  bear  in  mind  that 
the  Shreveport  rate  case  is  a  case  of  unjust  discrimination.  The 
primary  purpose  of  that  case  was  to  get  rid  of  unjust  discrim- 
ination. Incidently  the  reasonableness  of  the  rate  naturally 
had  to  be  examined;  and  I  do  not  know,  nobody  knows,  what 
the  Interstate  Commerce  Commission  is  going  to  prescribe  in 
that  case  as  reasonable  commodity  rates.  The  matter  has  never 
been  submitted.  The  Supreme  Court  has  not  passed  upon  any 
rate,  and  the  Interstate  Commerce  Commission  has  passed  on 
nothing  but  class  rates,  but  the  carriers  have  taken  advantage 
of  the  situation,  I  frankly  admit,  and  have  published  tariffs 
which  are  not  satisfactory  to  anybody.  They  are  absolutely 
unsatisfactory  to  the  State  of  Louisiana  and  the  city  of  Shreve- 
port, and  have  been  attacked  in  collateral  proceedings  before  the 
Commission  in  a  request  for  suspensions.  Suspensions  have  been 
granted  in  one  or  two  instances,  so  that  the  commodity  rates 
which  are  proposed  by  the  carriers  today  do  not  remove  the  un- 
just discrimination,  and  that  is  the  issue  which  is  still  before 
the  Interstate  Commerce  Commission.  The  carriers  have  pro- 
posed to  advance  the  Texas  rates  and  they  have  proposed  to 
reduce  the  Shreveport  rates,  but  they  have  not  gotten  rid  of  the 
unjust  discrimination,  so  that  the  case  is  far  from  being  settled, 
and  I  do  not  know  how  far  the  commission  will  go  in  that  case. 
Texas'  may  have  to  stand  an  advance.  It  has  not  had  to  stand 
an  advance  on  the  class  rates.  That  it  may  have  to  stand  an 
advance  is  a  matter  which  I  am  frank  to  admit.  If  the  carriers 
can  maintain  their  contention  of  unreasonableness  as  to  the  rates 
applied  in  Texas,  they  have  a  right  to  do  so.  You  gentlemen 
are  proposing  the  exercise  of  that  right  in  the  courts.  You 
admit  it  in  the  Williams  resolution.  The  Texas  commission  is 
proposing  that  that  right  which  is  guaranteed  them  by  law  be 
extended,  that  they  must  prove  their  case  in  the  courts  before 
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those  rates  can  be  declared  unreasonable  as  applicable  to  inter- 
state commerce.  But  remember  that  no  rate  can  be  reasonable, 
no  matter  what  its  measure  may  be,  if  that  rate  results  in  an 
unjust  discrimination  and  prevents  a  free  interchange  of  com- 
merce between  the  States.  It  would  not  make  any  difference 
what  rates  the  'State  of  Texas  or  Louisiana  made,  if  those  rates 
were  made  for  the  avowed  purpose  and  actually  did  result  in 
an  unjust  discrimination.  I  do  not  think  any  commerce  attorney 
here  will  dispute  the  statement  that  no  court  in  the  land  would 
hold  that  those  were  reasonable  rates,  under  those  circumstances. 
I  do  not  know  of  a  single  decision  where  a  rate,  proven  to  be 
unjustly  discriminatory,  has  ever  been  held  to  be  reasonable. 
In  other  words,  a  rate  wrhich  is  unjustly  discriminatory  is  an 
unreasonable  rate,  and  unjust  if  it  is  made  for  the  purpose  of 
discrimination. 

Mr.  ATKINSON,  of  Missouri.  I  should  like  to  ask  the  learned 
attorney  general  of  the  State  of  Louisiana  whether  the  Interstate 
Commerce  Commission  found,  as  a  fact,  that  the  interstate  rates 
were  reasonable  and  just  and  could  not  be  reduced  in  the  Shreve- 
port  case?  I  have  heard  it  stated  that  they  did  not  pass  on  that 
question,  and,  yet,  that  seems  to  be  the  very  crucial  point  which 
the  Supreme  Court  assumed  to  have  been  passed  upon  in  the  de- 
cision, in  the  opinion  written  by  Mr.  Justice  Hughes. 

Mr.  BARROW,  of  Louisiana.  The  order  of  the  Interstate  Com- 
merce Commission  has  never  found  any  rates  to  be  reasonable 
and  just  except  the  class  rates  which  they  have  prescribed  as  to 
three  railroads  only,  and  that  was  really  a  test  case.  It  is  a  ques- 
tion of  authority  with  the  Interstate  Commerce  Commission.  It 
has  never  been  presented  in  this  form  before,  and,  as  you  know, 
the  whole  country  was  interested  and  agitated  over  the  case,  and 
the  question  was  whether  the  Commission  in  any  event  had  the 
authority  to  remove  that  discrimination,  by  causing  the  rates  to 
be  advanced  or  reduced. 

Mr.  ATKINSON,  of  Missouri.  If  the  Interstate  Commerce  Com- 
mission did  not  determine  that  the  interstate  rates  from  Shreve- 
port  into  Texas  were  reasonable  and  just  and  could  not  be  re- 
duced, how  could  the  Supreme  Court  or  the  Interstate  Commerce 
Commission  strike  down  the  State  rate,  when  the  State  commis- 
sion was  not  made  a  party  to  the  suit,  and  the  court  clearly  holds, 
in  the  Minnesota  case,  that  it  had  no  jurisdiction  to  make  State 
rates. 

Mr.  BARROW,  of  Louisiana.  My  answer  to  that  is  that  the  Com- 
mission ha.s  not  yet  stricken  down  the  State  rates.  They  may  do 
so  under  the  decision  of  the  Supreme  Court  but  whether  they 
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will  do  so  or  not  is  a  question  which,  of  course  we  cannot  antici- 
pate. It  does  not  necessarily  follow  that  they  will  do  so.  The 
purpose  of  the  resolution  which  Mr.  Taylor  has  presented  is  to 
prevent  the  Interstate  Commerce  Commission,  in  a  case  of  that 
sort,  from  doing  so.  I  do  not  think  it  will  be  disputed  here  that, 
when  a  case  such  as  I  have  stated  between  Texas  and  Louisiana 
is  presented,  there  ought  to  be  relief.  I  have  not  talked  to  any 
gentleman  on  the  subject  who  has  disagreed  with  that  proposi- 
tion. If  there  is.  to  be  relief,  it  must  come  from  the  Interstate 
Commerce  Commission.  If  the  Interstate  Commerce  Commission 
exercises  that  power,  it  must  necessarily  exercise  the  power  to 
make  a  reasonable  rate,  and  in  making  that  reasonable  rate  it 
must  either  use  as  a  guide  its  own  investigation,  or  some  other 
rate  which  it  finds  in  effect.  The  resolution  which  I  have  pro- 
posed does  not  interfere  with  the  right  of  the  State  to  make  its 
rates  in  the  first  instance.  So  far  as  I  have  been  able  to  ascer- 
tain, every  law  which  gives  State  commissions  the  power  to  make 
rates  has  prescribed  that  such  rates,  when  preceded  by  an  inves- 
tigation, are  prima  facie  reasonable,  and  that  the  burden  of  over- 
coming that  presumption  is  on  the  party  attacking  those  rates. 
That  has  been1  held  where  the  law  does  not  specifically  state  it. 
In  the  State  of  Louisiana  there  is  no  provision  in  the  law  that 
the  rates  are  prima  facie  reasonable,  but  the  Supreme  Court  of 
the  United  States  has  held  in  three  cases  that,  where  the  investi- 
gation was  regular  and  not  arbitrary,  where  there  was  an  inves- 
tigation, and  an  order  resulted  from  that  investigation,  the  pre- 
sumption of  reasonableness  attaches  to  that  rate,  just  as  if  it 
was  stated  in  the  statute.  'So,  that  presumption  goes  with  every 
order  entered  by  the  commission  fixing  rates  in  each  State  today. 
It  cannot  be  removed.  It  cannot  be  enlarged.  The  resolution 
proposed  by  the  gentleman  from  Texas  (Mr.  Williams)  gives 
you  no  right  in  your  States  which  your  State  laws  do  not  give 
you.  The  resolution  which  I  propose  takes  no  rights  away  from 
you,  but  it  does  place  on  the  Interstate  Commerce  Commission 
the  duty  and  the  obligation  of  giving  to  your  rate  the  same  con- 
sideration that  the  courts  must  give  to  it  when  your  orders  go 
there.  I  will  read  that  portion  of  the  Taylor  resolution  so  that 
you  may  have  it  fully  in  mind.  I  will  first  read  the  resolution 
again : 

"And,  provided  further,  That,  whenever  the  Interstate  Commerce  Commission, 
In  the  exercise  of  its  authority  under  this  act  and  its  amendments,  upon  complaint 
filed  and  investigation  made " 

\ 

that  is  the  proposed  proviso.  .  .  . 
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"finds  that  unjust  discrimination  arises  out  of  the  relation  of  intrastate  rates  to 
interstate  rates,  as  a  result  of  the  failure  of  the  carrier  or  carriers  to  extend  the 
intrastate  rates  to  interstate  commerce " 

That  is  what  happened  in  Shreveport,  but  not  in  Minnesota. . . 

"where  the  circumstances  and  conditions  surrounding  the  interstate  and  the 
intrastate  transportation  are  similar,  and  the  intrastate  rates  have  been  fixed  and 
established  and  are  maintained  by"  State  authority,  the  intrastate  rates  so  established 
by  State  authority  shall  be  considered  by  the  Interstate  Commerce  Commission  as 
prima  facie  reasonable." 

Mr.  ATKINSON,  of  Missouri.  I  should  like  to  ask  the  attorney 
general  of  Louisiana  one  further  question  for  inf ormation :  Is  it 
not  a  fact  that,  at  this  time,  the  Interstate  Commerce  Commis- 
sion would  treat  the  State  rates  as  prima  facie  reasonable,  and 
does  your  proposed  substitute  add  anything  whatever  to  the  law, 
as  it  now  exists,  and  the  practice  and  custom  of  the  Interstate 
Commerce  Commission? 

Mr.  BARROW,  of  Louisiana.  I  will  answer  that  by  referring,  to 
the  decisions  of  the  Interstate  Commerce  Commission,  one  of 
which  has  recently  held  that  the  Commission  does  not  give  any 
more  presumption  of  reasonableness  to  a  State-made  rate  than 
it  does  to  a  rate  made  by  the  carrier,  so  that  they  do  not  give 
that  consideration  to  State-made  rates  at  this  time. 

Commissioner  MEYER,  of  the  Interstate  Commerce  Commission. 
Under  the  law,  the  rates  made  by  the  carrier  are  prima  facie 
reasonable. 

Mr.  BARROW,  of  Louisiana.  I  was  coming  to  that. 

Mr.  ATKINSON,  of  Missouri.  And,  there  is  the  same  pre- 
sumption. 

Mr.  BARROW,  of  Louisiana,  There  is  a  very  great  difference. 
It  does  not  give  the  same  presumption.  The  Interstate  Com- 
merce Commission  has  rejected  the  State-made  rates  and  directly 
held,  in  these  cases,  that  the  State-made  rates  would  not  be  used 
by  them  as  a  measure  of  an  interstate  rate,  that  they  are  not 
to  be  considered  by  them  as  a  measure  of  the  reasonableness  of 
an  interstate  rate;  but  the  Supreme  Court  has  held  in  the  decision 
that  it  does  not  have  to  be  followed,  as  a  measure  of  the  inter- 
state rate.  I  am  proposing  to  make  it  obligatory  on  the  Com- 
mission to  presume  that  the  rate  made  by  the  State  is  a  reason- 
able rate,  and  that  there  must  be  positive  proof  that  the  rate 
made  by  the  State  is  not  reasonable. 

Mr.  THORNE,  of  Iowa,  You  do  not  require  them  to  adopt  the 
State  rate? 

Mr.  BARROW,  of  Louisiana.  No. 
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Mr.  THORKE,  of  Iowa.  You  simply  say,  "priina  facie  reason- 
able." 

Mr.  BARROW,  of  Louisiana.  That,  of  course,  is  the  same  thing 
which  the  law  provides  in  each  State  as  to  what  the  courts  shall 
do  in  that  State,  That  is  why  we  have  used  that  language.  In 
other  words,  the  amendment  which  we  have  prepared  simply 
places  the  Commission  in  the  position  the  Federal  or  State 
courts  would  be,  if  those  cases  were  taken  to  them.  The  same 
presumption  would  attach,  -under  this  resolution,  in  cases  before 
the  Interstate  Commerce  Commission  as  attaches  before  the  Fed- 
eral court  and,  I  assume,  the  Interstate  Commerce  Commission 
will  be  governed  largely  by  Federal  jurisprudence  on  that  par- 
ticular point,  as  they  have  been  on  other  questions  which  have 
come  before  them. 

Mr.  BENTON,  of  New  Hampshire.  I  should  like  to  ask  a  ques- 
tion. Was  not  this  the  situation  in  the  Shreveport  case  substan- 
tially this:  A  majority  of  the  Interstate  Commerce  Commission 
simply  found  that  discrimination  existed.  A  minority  of  the 
Interstate  Commerce  Commission  were  of  the  opinion — in  which 
I  presume  a  considerable  portion  of  this  body  would  coincide — 
that  the  Act  to  Regulate  Commerce  did  not  give  the  Interstate 
Commerce  Commission  the  power  to  take  any  action  with  refer- 
ence to  the  intrastate  rate;  the  majority  of  the  Commission  ruled 
that  the  Act  to  Regulate  Commerce  did  give  them  that  power,  but 
apparently  in  the  exercise  of  an  abundant  caution  they  refrained 
from  basing  the  decision  upon  that  ground  solely.  They  decided 
to  exercise  the  power  which  they  held  they  had  to  prevent  dis- 
crimination, by  merely  ordering  that  the  discrimination  cease; 
so  that  they  would  have,  so  to  speak,  two  strings  to  their  bow. 
If  they  had  the  power  to  strike  down  the  intrastate  rate,  their 
decision  might  rest  on  that  ground.  If  they  did  not  have  the 
power  to  strike  down  the  intrastate  rate,  their  decision  might 
be  upheld  by  the  Supreme  Court  upon  the  ground  that  the  car- 
riers should  reduce  the  interstate  rate.  When  the  case  came  to 
the  Commerce  Court,  the  Commerce  Court  seems  to  have  treated 
it  as  a  finding  that  the  intrastate  rates  were  unreasonable,  and 
the  Supreme  Court  seems  to  have  treated  the  finding  of  the  In- 
terstate Commerce  Commission  as  to  that  effect.  It  seems  to 
me  that  the  courts  have  attributed  to  the  finding  of  the  Inter- 
state Commerce  Commission  something  that  the  Interstate  Com- 
merce Commission  evidently  did  not  put  there.  It  seems  to  me 
that  the  Interstate  Commerce  Commission  purposely  made  their 
order  so  that  it  might  be  sustained  on  either  one  of  those  grounds, 
but  refrained  from  finding  that  the  interstate  rate  wag  unreason* 
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able,  and  that  the  courts  have  treated  it  as  if  they  had  so  found. 
Is  not  that  so? 

Mr.  BARROW,  of  Louisiana,  I  think  the  statement  is  correct, 
and  it  arises  from  the  ancillary  proceeding  in  that  'Case.  Tlio 
petition  of  the  Railroad  Commission  of  Louisiana  attacked  the 
Shreveport-Texas  rate  primarily  as  being  unreasonable,  as  well 
as  being  unjustly  discriminatory,  so  that,  if  there  was  a  holding 
that  the  rates  were  unjustly  discriminatory,  it  would  be  neces- 
sary for  the  Commission  to  prescribe  other  rates  which  would  be 
reasonable  and  non-discriminatory.  That  was  what  the  petition 
asked,  but  the  Commission  in  its  order  did  not  fix  anything 
but  the  class  rate,  and  left  the  question  of  the  commodity  rates 
open,  and  that  is  now  before  them  on  a  supplementary  hearing. 

Mr.  BENTON,  of  New  Hahpshire.  The  substitute  resolution 
which  you  have  offered  here,  it  seems  to  me,  does  not  perhaps 
meet  the  situation,  because  in  the  future,  in  other  rate  cases, 
all  that  the  Interstate  Commerce  Commission  will  have  to  do  will 
be  to  find  that  discrimination  exists,  and  to  order  that  the  dis- 
crimination cease.  Thereupon,  without  any  finding  upon  their 
part,  without  any  order  whatsoever  to  the  effect  that  the  intra- 
state  rates  are  unreasonable,  the  intrastate  rates  are  stricken 
down;  so  it  would  seem  to  me  that  this  substitute  resolution 
should  take  the  form  of  prescribing  that  no  intrastate  rate  shall 
be  stricken  down  or  affected  until  after  a  hearing  upon  the  merits 
as  to  the  State  rates  in  which  hearing  it  is  found  that  those  are 
unreasonable. 

Mr.  BARROW,  of  Louisiana.  That  amendment  would  meet  my 
views. 

Mr.  ESHLEMAN,  of  California.  I  suggest,  Mr.  President,  that 
the  gentleman  be  permitted  to  finish  his  remarks  without  further 
interruption. 

Mr.  BARROW,  of  Louisiana.  I  do  not  object  to  the  interruption. 
I  think  the  interruption  is  a  good  one.  I  am  glad  to  have  it. 

There  is  one  phase  of  the  Texas  resolution  which  I  think  should 
t>e  very  seriously  considered.  That  is,  the  proposition  is  an  amend- 
ment to  the  first  section  of  the  Act  to  Regulate  Commerce,  a 
proviso  which  simply  says  in  another  way  that  the  State-made 
rates  shall  not  be  interfered  with  by  the  Interstate  Commerce 
Commission.  Analyzed  and  stripped  of  all  of  its  phraseology  that 
is  simply  what  it  means.  Yet,  the  third  section  of  the  Act  to  Regu- 
late Commerce  remains,  and  the  third  section  commands  that  the 
•carrier  must  not  unjustly  discriminate,  and  the  law  holds  that 
the  Interstate  Commerce  Commission,  when  it  finds  unjust  dis- 
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crimination,  lias  the  power  to  remove  it.  Now,  does  the  proposi- 
tion of  the  gentleman  from  Texas  (Mr.  Williams)  relieve  that 
situation?  Have  yon  not  still  the  third  section  of  the  Act  to 
-consider?  And,  if  the  third  section  of  the  Act  remains  unchanged, 
and  the  Interstate  Commerce  Commission  still  has  the  power,  and 
the  carrier  is  required  by  law  still  to  avoid  unjust  discrimination, 
where  is  the  relief  in  the  resolution  which  you  propose?  I  cannot 
see  how  you  are  going  to  gain  anything  at  all  by  adopting  a  vain 
thing.  You  are  doing  something  which  is  going  to  have  weight 
with  Congress.  You  are  adopting  a  recommendation  which  will 
be  presented  to  the  committee  of  Congress,  and  the  matter  will 
be  discussed  there;  but  will  not  the  first  question  asked  by  the 
committee,  on  such  a  resolution  as  this  be:  "Well,  how  do  you 
get  rid  of  the  provision  in  the  law  as  prescribed  in  the  third  sec- 
tion of  the  Act  to  Kegulate  Commerce  that  there  must  not  be 
unjust  discrimination  between  interstate  shippers?'1  Because 
that  is  the  basis  of  the  Shreveport  decision.  The  Supreme  Court 
of  the  United  States  rests  its  whole  case  upon  the  third  section 
of  the  law,  but  we  are  discussing  the  proviso  in  the  first  section. 

Mr.  ATKINSON,,  of  Missouri.  Will  not  the  courts  construe  that 
this  amendment  will  operate  as  an  amendment  to  the  third  section? 

Mr.  BARROW,  of  Louisiana.  In  my  humble  judgment,  the  third 
section  will  not  be  affected  by  the  proposed  amendment,  because 
it  simply  perpetuates  and  enlarges  the  proviso  which  now  exists 
in  the  first  section.  Of  course,  that  is  my  personal  opinion,  and  I 
ma.y-  say"  that  it  is  rather  a  hurried  one.  I  have  not  gone  very 
carefully  into  that  phase;  but,  reading  the  Shreveport  decision, 
the  third  section  is  so  often  referred  to  in  the  opinion  of  the 
Supreme  Court  that  there  is  no  doubt  left  in  my  mind  that  that 
was  considered  as  absolutely  binding  upon  the  carrier  and  com- 
manding upon  the  Commission.  It  compels  the  carrier,  if  there 
is  unjust  discrimination,  to  get  away  from  it.  It  compels  the 
Commission,  if  it  finds  it.  to  command  that  it  be  done  away  with; 
and,  in  the  decision  of  the  Supreme  Court,  the  third  section  is 
quoted  in  full.  I  will  read  a  very  brief  quotation  from  what  they 
say  about  this  proviso : 

"Here,  the  Commission  expressly  found  that  unjust  discrimination  existed  under 
substantially  similar  conditions  of  transportation  and  the  inquiry  is  whether  the 
Commission  had  power  to  correct  it.  We  are  of  the  opinion  that  the  limitation 
•of  the  proviso  in  section  one  does  not  apply  to  a  case  of  this  sort." 

That  limitation  in  section  one  limited  the  authority  of  this 
Commission  to  prevent  it  interfering  in  any  way  with  State-made 
rates. 
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"The  Commission  was  dealing  with  the  relation  of  rates  injuriously  affecting,, 
through  an  unreasonable  discrimination,  traffic  that  was  interstate." 

Now,  if  that  condition  remains,  if  there  is  an  unreasonable 
discrimination  against  traffic  that  is  interstate,  and  this  Commis- 
sion still  has  the  power  to  prevent  unjust  discrimination,  how  is 
the  resolution  which  is  proposed  by  the  gentleman  from  Texas 
(Mr.  Williams)  going  to  take  away  from  this  Interstate  Com- 
merce Commission  that  power?  The  unjust  discrimination  is  the 
basis  of  that  Act.  If  there  is  unjust  discrimination  in  an  inter- 
state relation  of  rates,  that  unjust  discrimination  must  be  re- 
moved. The  Act  still  commands  it,  and  will  continue  to  command 
it,  even  if  this  proviso  were  adopted  by  Congress.  And,  discussing 
that  proviso,  the  question  thus  was  not  simply  one  of  transporta- 
tion that  was  wholly  within  one  State.  That  is  what  the  Supreme 
Court  has  decided  in  every  one  of  these  cases,  that  the  transporta- 
tion over  which  the  Interstate  Commerce  Commission  has  no 
authority  is  transportation  within  a  State. 

How  are  you  going  to  get  away  from  that  decision?  How  are 
you  going  to  get  away  from  the  power  of  the  Interstate  Commerce 
Commission  to  deal  with  transportation  that  is  not  wholly  within 
one  State?  And  transportation  between  Shreveport  and  Texas, 
or  any  other  border  city  and  any  other  State,  is  interstate  com- 
merce. It  can  be  dealt  with  by  the  Interstate  Commerce  Com- 
mission, and  if  there  is  unjust  discrimination  it  can  be  removed, 
and  the  resolution  which  is  proposed  here  will  not  destroy  that 
situation  at  all.  It  still  can  be  removed,  as  long  as  the  command 
is  upon  this  Commission  to  prohibit  unjust  discrimination. 

The  decision  in  the  Shreveport  case  continues : 

"These  words  of  the  proviso  have  appropriate  reference  to  exclusively  intrastate 
traffic,  separately  considered ;  to  the  regulation  of  domestic  commerce,  as  such. 
The  powers  conferred  by  the  Act  are  not  thereby  limited  where  interstate  com- 
merce itself  is  involved." 

The  Act  to  Eegulate  Commerce  has  been  amended  sonio  half 
a  dozen  times.  The  proviso  which  is  in  the  act  to-day  was 
written  in  the  original  act,  and  I  believe  a  gentleman  from  Texas, 
in  the  United  States  Senate  (Mr.  Keagaii),  had  a  good  deal  to  do 
with  the  framing  of  that  act,  and  I  believe  he  wrote  the  same 
clause  in  the  Texas  railroad  commission  law,  because  it  is  exactly 
similar  to  this  act.  The  Texas  Commission  would  not  far  a  mo- 
ment tolerate  such  a  condition  in  its  own  State  as  it  sees  going 
on  between  the  State  of  Louisiana  and  the  State  of  Texas.  The 
people  of  Texas  would  not  tolerate  it.  There  has  been  a  case 
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filed  against  the  Texas  Commission  for  creating  discrimination. 
I  do  not  know  what  has  been  the  result  of  it,  but  I  know  the  suit 
was  filed  in  the  Texas  courts,  where  there  was  discrimination 
against  Houston  in  favor  of  Galveston.  They  did  it  unintention- 
ally. I  do  not  assume  that  they  tried  to  favor  one  Texas  city 
against  another,  but  it  was  alleged  by  Houston  shippers  that  the 
Texas  Commission  had,  by  a  rate  order,  created  discrimination 
against  Houston,  and  they  went  into  court  against  the  State  Com- 
mission under  the  provision  in  the  Texas  law  which  is  a  replica 
of  the  third  section  of  the  Act  to  Kegulate  Commerce. 

Now,  if  that  provision  remains  as  it  is  in  the  law  to-day,  the 
command  is  there  that  interstate  commerce  must  not  be  inter- 
rupted by  State  laws,  and  I  fail  to  see  where  the  proposed  reso- 
lution of  the  gentleman  from  Texas  (Mr.  Williams)  is  going  to 
remedy  the  situation.  I  think  the  keynote  of  the  whole  situation 
was  struck  .yesterday  in  the  address  by  Judge  Clements  when  he 
said  that  the  great  trouble  now,  in  these  bugaboos  that  come  before 
us  every  now  and  then  is  that  we  really  just  simply  fail  to  co- 
operate, fail  to  understand  one  another  fully  and  to  apply  the 
same  rule  in  making  rates  or  in  making  regulations  in  one  State 
as  applied  in  another,  each  of  us  trying  in  all  the  States  to  do  the 
same  thing  in  an  entirely  different  way,  each  of  us  trying  to  gain 
for  the  people  the  best  we  can  from  the  corporations,  and  each  of 
us  recognizing  that  in  doing  that  the  corporations  have  rights 
that  must  be  respected;  but  we  are  not  using  the  same  route  to 
that  destination.  We  are  going  by  a  roundabout  way  in  some 
States  and  by  a  direct  way  in  others.  It  seems  to  me  that  is  the 
keynote  of  the  whole  matter.  In  fact  I  believe  that  our  minds  are 
unduly  agitated  over  this  situation.  I  for  one  have  no  fear  that 
the  Interstate  Commerce  Commission  will  injure  the  States.  I 
for  one  am  willing  to  submit  our  cases  to  the  Interstate  Commerce 
Commission  when  the  matter  is  one  for  interstate  adjustment. 
We  have  done  it,  and  as  far  as  Louisiana  is  concerned,  it  has  lost 
some  cases  and  it  has  won  others,  and  it  has  been  satisfied  with 
the  decisions. 

Now,  I  must  challenge  one  statement  made  by  .Tnd^e  Williams, 
that  the  man  who  wrote  the  resolution  proposed  by  Mr.  Taylor  of 
Louisiana  was  not  in  favor  of  local  self  government.  That  is  a 
charge  indeed  against  thox  State  of  Louisiana,  The  State  of 
Louisiana  did  as  much  at  one  time  to  separate  itself  from  the 
Union  as  did  the  State  of  Texas,  a  good  many  years  ago. 
( Laughter. )  They  claimed  the  same  right  that  Texas  claimed,  and 
I  think  thev  lost  almost  as  much  blood  as  Texas  lost  in  that 
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unfortunate  affair.  The  State  of  Louisiana  stands  boldly  for 
State  rights,  but  it  never  will  subscribe  to  a  State  wrong.  It 
never  will  give  its  consent  to  a  State  interfering  with,  the  exercise 
of  Federal  control  where  that  exercise  is  necessary  to  maintain 
proper  and  fair  relations  between  the  States.  That  is  all  it  is 
asking  for  here.  That  is  all  it  will  contend  for  anywhere,  but, 
when  that  is  done,  the  State  should  be  left  to  perform  its  func- 
tions as  fully  as  it  may. 

Gentlemen,  I  have  taken  much  of  your  time.  The  question  be- 
fore you,  as  I  said  at  the  outset,  is  perhaps  the  most  serious  that 
has  ever  been  before  this  convention.  I  do  not  know  how  far 
what  we  do  here  may  affect  Congress;  but,  I  know  that  a  recom- 
mendation by  a  body  of  men  such  as  are  here  to-day,  whose  life 
work  is  given  to  the  study  of  problems  of  regulation  of  transporta- 
tion all  over  the  country,  will  be  seriously  considered  by  the 
Congress  of  the  United  States.  Therefore,  in  whatever  may  be 
done,  I  think  we  should  remember  that  one  false  step,  one  mistake, 
will  lead  us  into  conditions  which  will  make  it  almost  intolerable 
to  carry  on  commerce  between  the  States.  The  same  questions 
which  confront  us  to-day  have  been  discussed  many  times.  They 
have  been  decided  by  the  Supreme  Court  of  the  United  States  in 
various  forms.  Various  actions  by  States  have  been  held  uncon- 
stitutional, and  it  is  all  based  upon  the  commerce  clause  of  the 
Constitution.  So  that,  whatever  we  may  do,  whatever  recom- 
mendation may  be  adopted  by  this  convention,  it  ought  not  to  be 
adopted  simply  for  the  purpose  of  gaining  some  selfish  end.  We 
are  citizens  of  the  nation  as  well  as  of  the  States,  and  whatever 
we  do  here  should  be  done  with  the  idea  of  fair  play  to  the  citizens 
of  Texas,  the  citizens  of  Maine,  the  citizens  of  California  and  the 
citizens  of  Virginia.  I  thank  you,  gentlemen.  (Applause.) 

Mr.  THOMPSON,  of  Illinois,  took  the  Chair. 

Mr.  'Fixx.  of  Kentucky.  Mr.  Chairman  and  gentlemen  of  the 
Association,  the  solution  of  the  question  involved  here  does  not 
in  any  way  necessitate  either  the  indorsement  or  the  condemna- 
tion of  what  has  been  called  the  Texas  policy.  I  insist  that  just 
and  reasonable  results  can  be  secured,  based  upon  fundamental 
principles  and  governmental  policies  heretofore  obtaining  without 
either  condemning  or  approving  the  so-called  Texas  policy. 

The  first  proposition  that  I  desire  to  submit  is  that  primarily 
the  law  guarantees  to  the  shipping  public  just  and  reasonable 
rates  and  no  policy  of  rate  making  whether  established  by  Com- 
missions or  carriers  should  be  allowed  to  deny  the  shipper  this 
right. 
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The  second  proposition  Avhich  I  submit  is  that  wherever  a  rate 
has  been  established  and  adjudicated  as  just  and  reasonable  that 
that  rate  should  not  be  said  to  discriminate  against  another  rate. 

I  wish  to  emphasize  the  further  fact  that  the  reasonableness  or 
unreasonableness  of  a  Commission  made  rate  does  not  depend 
and  cannot  depend  upon  the  motive  which  prompted  the  Commis- 
sion to  make  the  rate.  If  the  motive  of  a  Commission  made  rate 
is  considered  an  essential  factor  in  determining  the  reasonableness 
or  the  unreasonableness  of  such  a  rate,  then  a  pure  motive  might 
justify  a  rate  which  is  confiscatory  and  a  bad  motive  condemn  a 
rate  which  is  just  and  reasonable.  Whatever  may  be  the  motive 
prompting  a  Commission  to  fix  a  rate,  after  that  rate  is  fixed,  its 
justness  and  reasonableness  depend  upon  conditions  which  are 
not  sentimental ;  but  physical  transportation  conditions  which 
are  susceptible  of  proof  and  demonstration;  and  if  substantial 
evidence  is  lacking  to  substantiate  the  order  of  the  Commission, 
the  order  is  void. 

The  Dallas- Shreveport  case  grew  out  of  an  alleged  discrimi- 
nation which  the  Interstate  Commerce  Commission  found  te  exist 
between  the  then  existing  interstate  rates,  which  theretofore  had 
never  been  the  subject  of  litigation,  and  the  then  existing  intra- 
state  rates,  which  theretofore  had  been  the  subject  of  litigation 
and  which  had  been  found  by  the  Texas  Commission  to  be  just 
and  reasonable  rates.  Aside  from  the  act  of  the  Texas  Commis- 
sion being  a  legislative  act  and  establishing  the  Texas  rates  as 
the  lawful  rates  to  be  applied  from  Dallas  to  Texas  points,  the 
carriers,  without  an  appeal  to  the  Courts  on  the  grounds  that 
the  rates  were  either  confiscatory  or  unreasonable,  complied  with 
the  order  of  the  Texas  Commission.  I  desire  to  emphasize  an- 
other fact  and  that  is  that  no  discrimination  between  rates  can 
exist  unless  there  is  such  a  similarity  in  transportation  conditions 
between  the  rates  which  are  being  compared,  that  to  establish  the 
reasonableness  of  either  rate,  in  effect,  establishes  the  reasonable- 
ness of  the  other  rate. 

Now,  as  I  conceive  the  purpose  of  the  Williams  resolution,  it 
is  to  fix  one  tribunal  as  the  final  arbiter  to  adjust  freight  rates 
that  are  so  related  to  each  other  that  the  fixing  of  one  should 
necessarily  affect  the  other.  There  can  be  no  discrimination  in 
freight  rates  where  transportation  conditions  are  dissimilar, 
therefore,  it  must  be  borne  in  mind  that  the  governmental  policy 
which  is  being  discussed  can  only  affect  freight  rates,  inter  and 
intra,  where  transportation  conditions  are  similar.  If  transporta- 
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tion  conditions  are  dissimilar,  rates  can  be  fixed  both,  inter  and 
intra  without  regard  to  each  other.  The  Williams  resolution 
fixes  the  Supreme  Court  of  the  United  States  as  the  final  arbiter 
of  all  disputed  questions.  The  present  status  of  the  law  in  effect 
privileges  one  administrative  board  to  annul  the  lawful  acts  of 
another  administrative  board,  thus  giving  the  authority  vested 
in  the  Courts  to  an  administrative  body  which  is  an  anomaly 
both  in  law  and  in  public  policy  and  fails  to  recognize  the  legis- 
lative, executive  and  judicial  departments  of  the  government  as 
separate  and  apart  from  each  other.  Neither  does  the  Williams 
resolution  create  a  conflict  between  the  State  and  the  Federal 
authorities.  Under  the  Shreveport-Dallas  case  and  the  opinion 
of  the  Supreme  Court  a  conflict  already  exists.  The  Williams 
resolution  eradicates  the  conflict. 

Selfishness  upon  the  part  of  a  State  which  prompts  either  its 
Legislature  or  its  Commission  to  discriminate  against  inter-  or 
intrastate  rates  is  not  approved  by  any  fair-minded  man;  but 
selfishness  is  not  the  only  weakness  which  might  cause  unreason- 
ably law  rates  to  be  established.  Ignorance  upon  the  part  of  a 
Commission  in  the  establishment  of  rates  might  also  result  in 
rates  which  are  confiscatory. 

The  resolution  of  Mr.  Williams  gives  a  remedy  to  the  carriers 
whether  the  rates  are  established  either  by  ignorance  or  selfishness 
if  they  result  in  unreasonably  low  rates.  The  carrier  has  its  day 
in  Court  to  test  the  reasonableness  of  the  state  made 'rates  and 
the  resolution  provides  that  until  the  lawful  rates  of  a  State  are 
set  aside  by  judicial  decree  they  cannot  be  set  aside  by  the  order 
of  an  administrative  board.  Suppose  a  State  made  rate  is  the 
subject  of  contest,  and  before  the  Supreme  Court  of  the  United 
States  the  state  made  rate  is  declared  to  be  just  and  reasonable 
or  lawful;  suppose  that  an  interstate  rate  is  also  questioned 
(mind  you,  unless  the  interstate  rate  and  the  intrastate  rate  are 
so  similar  in  transportation  conditions  that  the  fixing  of  the  one 
should  be  used  as  a  basis  of  fixing  the  other  rate,  the  question  of 
discrimination  between  inter-  and  intrastate  rates  cannot  be 
raised).  Suppose  the  Supreme  Court  of  the  United  States,  after 
having  declared  the  intrastate  rate  just  and  reasonable  and  law- 
ful should  be  presented  with  the  same  question  with  reference  to 
an  interstate  rate,  so  related  that  the  transportation  conditions 
are  similar.  Is  it  possible  to  suppose  that  the  Supreme  Court 
would  declare  the  rate  fixed  by  the  State  Commission  just  and 
reasonable  and  in  a  subsequent  proceeding  fix  a  different  rate  as 
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just  and  reasonable  on  the  interstate  line  where  the  transporta- 
tion conditions  are  similar? 

Wherever  rates  are  related  to  such  an  extent  that  the  fixing 
of  the  one  determines  the  other  and  either  rate  has  been  estab- 
lished as  the  lawful  rate  by  judicial  decree,  the  other  rate  should 
be  established  without  hesitation  by  either  the  State  Commission 
or  the  Federal  Commission.  An  adjudicated  rate  should  be  made 
the  standard  for  all  other  rates  which  are  similar  and  if  trans- 
portation conditions  are  not  similar  the  question  of  discrimination 
•cannot  exist. 

I  do  not  want  any  conflict  of  authority  between  the  State 
Commissions  and  the  Federal  Commission.  I  think  these  two 
^administrative  boards  should  work  in  absolute  harmony  and  that 
neither  the  Federal  government  nor  the  State  government  should 
be  hampered  in  any  way  by  the  imposition  of  unreasonable  or 
unlawful  restrictions. 

Mr.  BARROW,  of  Louisiana.  What  relief  does  the  Williams 
resolution  guarantee  to  an  interstate  shipper  who  is  injured  by 
an  unjust  discrimination  caused  by  state  made  rates  made  for 
the  avowed  purpose  of  favoring  state  shippers? 

Mr.  FINN,  of  Kentucky.  As  I  have  said  heretofore  and  repeat 
with  as  much  emphasis  as  I  am  capable,  the  purpose  of  a  Com- 
mission in  making  a  rate  cannot  enter  into  the  question  and  I  will 
not  discuss  the  motive  because  the  motive  that  prompts  the 
Commission  to  make  a  rate  is  not  the  question.  It  is  the  result 
that  ol)tains  after  the  Commission  has  acted  that  governs.  It 
is  whether  the  rate  itself  is  just  and  reasonable;  for  the  rate  in 
tlio  first  instance  is  not  made  to  relieve  a  discrimination,  but  to 
establish  a  just  and  reasonable  rate.  Now  if  a  rate  is  made  by  a 
State  Commission  that  rate  can  be  contested  and  should  be  con- 
tested if  the  carrier  is  dissatisfied;  but  after  it  is  contested  and 
judicially  determined,  that  should  end  the  controversy;  and  if 
an  interstate  rate,  which  the  state  made  rate  affects,  exists  under 
similar  transportation  conditions,  then  it  is  the  interstate  rate 
that  is  wrong  and  not  the  intrastate  rate. 

Mr.  BARROW,  of  Louisiana,  Is  it  not  fair  to  allow  that  to  be  done 
oy  the  Interstate  Commerce  Commission,  to  change  the  unreason- 
aMe  rate  and  substitute  therefor  a  reasonable  rate? 

Mr.  FINN,  of  Kentucky.  I  think,  sir,  that  the  court  of  last  resort 
should  be  the  final  arbiter  of  all  disputed  questions  and  that  the 
Courts  of  our  country  are  the  tribunals  before  whom  we  should 
-settle  all  OUT  controversies.  Administrative  bodies  should  exer- 
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else  their  authority  within  the  scope  of  their  respective  juris- 
dictions; but  they  are  not  Courts  of  Appeal  or  Review  and  if  it  is 
the  interstate  rate  that  is  unreasonable  the  Interstate  Commerce 
Commission  is  the  only  administrative  body  that  can  change  the 
interstate  rate;  and  if  the  interstate  rate  has  been  adjudicated 
and  declared  reasonable,  then  the  intrastate  rate  is  the  unreason- 
able rate  if  a  discrimination- exists,  and  the  State  Commission  is 
the  only  administrative  board  that  can  fix  the  intrastate  rai<-. 

Mr.  BARROW,  of  Louisiana,  But  the  Court  never  has  before  it 
the  question  of  the  interstate  rate  when  it  is  considering-  the  state 
rate.  It  never  has  before  it  the  question  of  discrimination  at  all 
until  it  has  been  before  the  Interstate  Commerce  Commission. 
That  question  never  goes  before  the  Court. 

Mr.  FINN,  of  Kentucky.  The  question  of  discrimination  is 
raised  as  a  matter  of  proof. 

Mr.  BARROW,  of  Louisiana.  No,  not  by  the  man  in  Texas  or  by 
the  man  in  Louisiana. 

Mr.  FINN,  of  Kentucky.  Discrimination  is  established  by  proof 
of  substantially  similar  transportation  conditions;  and  if  sub- 
stantially similar  transportation  conditions  are  proven  to  exist. 
then  the  relationship  of  the  rates  are  so  similar  that  they  should 
be  fixed  relatively  and  if  either  rate,  inter  or  intra,  has  been 
adjudicated  to  be  just  and  reasonable  or  the  lawful  rate,  then  the 
fact  that  similar  transportation  conditions  are  established  war- 
rants a  removal  of  the  discrimination  by  appealing  to  the  proper- 
administrative  board  for  an  order  fixing  a  just  and  reasonable 
rate.  The  remedy  for  the  carrier  is  to  contest  the  order  of  the 
Commission  in  the  first  instance  if  it  is  not  satisfied.  Next  where 
a  similarity  of  transportation  conditions  is  alleged  (as  it  must  be 
if  a  question  of  discrimination  is  raised)  the  carrier  must  be  able 
to  disprove  this  similarity  in  transportation  conditions  or  else 
adjust  the  rate;  not  any  more  because  there  is  a  discrimination 
than  that  the  rate  complained  of  is  unreasonable. 

In  fact  the  reasonableness  of  a  single  rate  or  a  schedule  of  rates 
is  established  by  comparing  the  questioned  rate  or  rates  with 
prevailing  existing  rates  to  and  from  points  similarly  situated; 
and,  therefore,  the  fixing  of  a  reasonable  single  rate  or  a  reason- 
able schedule  of  rates  in  effect  is  but  the  elimination  of  discrimi- 
nation by  the  process  of  comparison.  But  where  the  reasonable- 
ness of  the  rate  depends  upon  the  rate  of  return  upon  the  amount 
invested  for  the  use  of  the  public  it  is  a  mathematical  calculation 
and  if  similar  conditions  exist  on  intrastate  traffic  that  exist  on 
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interstate  traffic  the  result  of  the  mathematical  calculation  must 
lie  the  same  in  both  instances;  which  will  result  in  the  elimination 
of  the  discrimination. 

Director  PROUTY,  of  the  Interstate  Commerce  Commission.  Do 
you  understand  that  the  Supreme  Court  of  the  United  States  ever 
passed  upon  the  reasonableness  of  a  rate? 

Mr.  FINN,,  of  Kentucky.  It  does  not  pass  upon  the  reasonable- 
ness of  the  rate.  That  is,  the  Court  has  never  gone  quite  so  far 
as  to  say  that  it  does  pass  upon  the  reasonableness  of  the  rate 
but  in  effect  it  does  do  so  and  the  Court  has  used  the  word 
"reasonable"  in  rate  cases  more  frequently  recently  than  it  has 
used  the  word  "unlawful"  or  "confiscatory." 

Director  PROUTY,  of  the  Interstate  Commerce  Commission.  Has 
it  not  said  time  after  time  that  it  could  not  disturb  the  finding  of 
the  Interstate  Commerce  Commission  upon  the  question  of  rea- 
sonableness? 

Mr.  FINN,  of  Kentucky.  Yes. 

Director  PROTJTY,  of  the  Interstate  Commerce  Commission.  So 
that  the  Commission  determines  the  reasonableness  of  the  rate? 

Mr.  FINN,,  of  Kentucky.  Unless  it  is  connscatory. 

Mr.  THORNE,  of  Iowa,  If  there  is  a  mistake  in  law  the  Court 
will  reverse  that. 

Mr.  FINN,,  of  Kentucky.  Yes. 

Mr.  THORNE,  of  Iowa,  But  will  not  review  the  facts  if  there 
is  substantial  evidence. 

Mr.  FINN,,  of  Kentucky.  That  is  true.  If  there  is  substantial 
evidence  the  Court  will  not  set  aside  the  order  of  the  Commission 
and  after  an  administrative  body  has  investigated  a  rate  and  a 
Court  finds  that  there  is  substantial  evidence  to  sustain  the  order 
of  the  Commission  that  order  should  stand.  But,  if,  as  a  matter 
of  fact,  rates  are  fixed  in  the  State  of  Texas  or  in  the  State  of 
Kentucky  or  any  place  else  by  a  Kailroad  Commission  not  simply 
from  prejudice,  not  simply  to  build  a  wall  around  a  State  but 
through  ignorance  and  there  is  no  evidence  to  sustain  the  order 
of  the  Commission,  the  Courts  should  and  will  set  the  order  aside ; 
but  if  there  is  substantial  evidence  to  maintain  the  order  and 
the  opinion  of  the  State  Commission  or  the  Interstate  Commerce 
Commission  then  it  seems  to  me  that  the  order  of  the  respective 
Commissions  ought  to  prevail  and  ought  to  be  the  law  of  the 
State  or  the  Nation.  It  is  true  that  theoretically  the  Courts  have 
declared  that  a  Commission  has  some  latitude  in  the  fixing  of  a 
reasonable  rate.  Theoretically  a  State  Commission  could  fix  a 
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state  rate  at  a  given  figure  and  theoretically  the  Interstate  Com- 
merce Commission  could  fix  another  rate  different  from  the  State 
Commission  and  both  could  be  held  the  lawful  rate.  There  is 
a  twilight  zone  in  the  making  of  rates  which  may  be  considered 
lawful  and  which  the  Courts  have  said  belong  to  an  administrative 
body  as  a  matter  of  discretion.  To  have  one  administrative  board 
review  the  order  of  another  administrative  board  would  be  not 
only  an  anomaly  in  law  but  would  require  the  presumption 
that  the  second  administrative  board  which  reviewed  the  first 
could  always  reduce  rates  to  mathematical  accuracy,  contrary  to 
the  opinion  of  the  Supreme  Court  of  the  United  States;  which 
has  already  held  that  the  Federal  Commission  must  be  given  some 
latitude  in  the  fixing  of  reasonable  rates.  If  the  Federal  Com- 
mission should  be  given  latitude  in  the  fixing  of  reasonable  rates 
between  the  States  the  same  latitude  should  be  given  the  State 
Commission  in  fixing  reasonable  rates  within  the  State;  but  if 
one  of  two  related  rates  has  been  adjudicated,  then  between  those 
related  rates  the  adjudicated  rate  should  be  held  to  be  the  lawful 
rate.  If  a  Court  has  passed  upon  the  reasonableness  of  a  rate, 
wThether  inter  or  intra,  and  has  established  that  rate  as  a  just  and 
reasonable  rate  and  if  it  results  in  a  discrimination,  then  the 
discrimination,  if  there  is  one,  should  be  removed  by  changing 
the  rate  which  has  not  been  adjudicated  and  not  by  changing  the 
rate  which  has  already  been  adjudicated  to  be  the  lawful  rate. 
The  twilight  zone  of  reasonableness  and  unreasonableness  is  not 
•eliminated  under  the  new  policy;  but  the  authority  of  the  State 
to  regulate  intrastate  rates  is  taken  from  the  State  on  this  slight 
pretext.  The  present  policy  presumes  that  the  administrative 
discretion  of  the  Federal  board  is  so  much  better  than  the  adminis- 
trative discretion  of  the  State  Commission  that  the  state  rates 
should  be  declared  unlawful  at  the  will  of  the  Interstate  Com- 
merce Commission.  The  Williams  resolution  simply  restores  to 
the  States  the  authority  they  have  been  exercising  for  more  than 
a  quarter  of  a  century. 

I  believe  in  maintaining  the  integrity  of  the  three  co-ordinate 
branches  of  government  each  keeping  within  its  own  bounds.  I 
insist  upon  the  full  exercise  of  all  the  powers  of  both  the  State 
and  Federal  governments  to  protect  the  people  from  injustice. 
Though  there  may  be  a  twilight  zone  between  a  reasonable  rate 
and  an  unreasonable  rate,  there  is  no  twilight  zone  between 
Federal  jurisdiction  and  State  jurisdiction.  I  insist  upon  Federal 
romodios  for  the  regulation  of  interstate  commerce  but  believe 
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that  Federal  remedies  should  be  added  to  and  not  substituted 
for  State  remedies. 

Mr.  ESHLEMAN,  of  California,  Mr.  President,  I  will  only  take 
a  few  minutes. 

Mr.  QUAN,  of  Illinois.  I  am  going  to  suggest  that  we  enjoy 
these  arguments  very  much,  but  that  it  is  now  half  past  twelve, 
and  that  a  motion  to  adjourn  for  lunch  is  in  order. 

Mr.  ESHLEMAN,  of  California,  It  is  not  yet  quite  half  past 
twelve  and  I  will  only  need  five  minutes. 

The  PRESIDENT.  We  will  hear  Mr.  Eshleman. 

Mr.  ESHLEMAN,  of  California,  Mr.  President,  I  will  only  take 
five  minutes  to  say  what  I  have  to  say. 

I  am  almost  as  strong  a  federalist  as  the  national  Democratic 
administration,  and  still  I  am  going  to  support  the  motion  of 
Mr.  Williams,  for  the  following  very  simple  reasons  as  they  ap- 
pear to  me: 

First,  Mr.  Barrow's  resolution  means  nothing— absolutely 
nothing.  I  think  he  ought  to  admit  that.  (Laughter.) 

Second,  unless  the  Interstate  Commerce  Commission  is  ready 
to-da}T  to  fix  every  State  rate,  we  have  got  to  have  relief.  Every 
time  a  carrier  comes  before  the  California  Commission,  every  time 
he  comes  before  the  Florida  Commission,  every  time  he  comes  be- 
fore the  Kansas  Commission,  every  time  he  comes  before  any 
State  commission,  he  raises  the  Shreveport  case,  just  as  he  did 
before  when  the  Minnesota  rate  case  was  pending.  Then  the 
carriers  raised  that  case  and  said  we  could  not  fix  rates  clown  in 
the  Imperial  Valley  which  was  adjacent  to  Arizona,  because 
thereby  we  would  interfere  with  the  rates  across  the  border  into 
Arizona. 

I  take  absolute  issue  with  the  learned  Attorney  General  of 
Louisiana  (Mr.  Barrow)  on  this  fundamental  question.  There 
can  never  be  discrimination  between  rates  that  are  reasonable 
per  se.  It  is  absolutely  an  economical  impossibility  to  have  dis- 
crimination between  rates  from  Shreveport  and  rates  in  Texas, 
which  are  reasonable  in  themselves,  or  between  rates  between 
points  in  Texas  which  are  reasonable  in.  themselves.  That  is  at 
the  bottom  of  the  whole  thing.  The  Shreveport  case  indicates 
what  I  have  said  before,  that  ultimately  the  federal  government, 
perhaps  by  evolution,  by  going  out  into  the  States  in  some  way, 
by  having  a  force  that  it  does  not  now  have,  will  take  care  of  all 
railroad  rates,  intrastate  and  interstate;  but  to-day  it  has  not  the 
ability  to  do  that.  It  cannot  fix  the  rates  in  Texas.  It  cannot 
fix  the  rates  in  California.  Therefore  necessarily  under  the  pres- 
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eiit  arrangement,  if  you  allow  the  Shreveport  case  to  stand,  and 
if  you  do  not  come  to  the  aid  of  the  States,  you  are  going  to  have 
a  condition  grow  up  where,  just  as  I  warned  you  two  years  ago 
in  a  report  that  is  on  file  here,  you  will  disarm  the  State  without 
arming  the  nation.  It  should  be  done  gradually.  I  do  not  believe 
as  Judge  Williams  does.  I  disagree  with  almost  everything  he 
said,  and  I  think  the  Texas  Commission  was  wrong  in  the  Shicvc- 
port  case,  which  I  followed  very  carefully.  1  think  it  did  wrong 
unconsciously,  but  I  think  its  policy  was  wrong.  Uut  1  agree  with 
Judge  Williams  in  this,  that  the  Interstate  Commerce  Commission 
will  not  look  into  the  reasonableness  of  the  iutrastate  rates  in 
Texas,  as  the  Interstate  Commerce  Commission  is  now  consti- 
tuted, because  of  its  inability  to  do  it.  Therefore  we  must  have 
some  relief. 

Mr.  Barrow's  resolution  goes  for  nothing.  I  think  Mr.  Wil- 
liams' resolution  probably  will  have  some  effect  on  Congress.  I 
do  not  question  the  integrity  or  the  ability  or  the  desire  to  do 
justice  to  the  States  on  the  part  of  the  Interstate  Commerce  Com- 
mission so  far  as  they  can,  but  I  question  the  physical  possibility 
of  their  doing  the  thing  they  have  to  do.  And  when  we  have  a 
railroad  up  before  us  in  California  I  resent  it  when  it  says :  ''You 
cannot  fix  this  rate  because  it  is  going  to  get  tangled  np  with 
the  decision  of  the  Supreme  Court  of  the  United  States  in  the 
Shreveport  case,''  Therefore  at  the  present  time  I  am  not  in 
favor  of  compromising.  Last  year  we  compromised  this  thing. 
The  Shreveport  case  had  not  been  decided  then.  We  decided  that 
we  wanted  no  more  legislation.  But  since  then  there  has  been 
more  legislation  on  the  part  of  the  Supreme  Court  of  the  United 
States.  ( Laughter. )  It  was  in  line  with  what  we  all  expected. 
But  as  one  who  believes  ultimately  in  the  doctrine  that  has 
been  announced  by  the  Supreme  Court  of  the  United  States  with 
reference  to  the  regulation  of  interstate  carriers,  I  say  at  the 
present  time  we  are  going  to  have  our  entire  regulation  in  the 
various  States  upset  unless  we  do  something  to  prevent  the  car- 
riers from  taking  advantage  of  the  principle  laid  down  in  the 
Shreveport  case.  I  think  the  Williams  resolution  is  along  the 
proper  line  if  Congress  will  adopt  it,  which  it  probably  will  not. 
At  least  it  will  have  the  moral  effect  of  helping  us  out.  As  Mr. 
Finn  says,  why  should  there  be  any  controversy  on  the  part  of 
the  carriers  or  on  the  part  of  the  Interstate  Commerce  Commis- 
sion, or  on  the  part  of  anyone,  against  permitting  the  States  to 
fix  rates  that  are  reasonable.  Who  is  going  to  pass  upon  the 
reasonableness  of  those  rates?  The  Interstate  Commerce  Com- 
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mission  cannot  pass  upon  the  reasonableness  of  the  'State  rates 
unless  they  are  prepared  to  fix  every  State  rate  in  America.  We 
are  going  to  have,  and  we  have  to-day,  along  the  Missouri  River 
conditions  arising  wherein  there  are  cases  that  will  duplicate 
the  Shreveport  case.  Those  cases  will  come  up,  and  we  are  going 
to  have  the  Interstate  Commerce  Commission  called  upon  to  de- 
termine the  reasonableness  of  the  rates  in  Nebraska,  in  Missouri, 
in  Kansas,  in  California  and  everywhere  else,  and  they  are  not 
prepared  to  do  it.  If  we  knew  that  the  Interstate  Commerce 
Commission,  would  indulge  the  conclusive  presumption,  or  the 
prima  facie  presumption,  if  they  would  go  that  far  and  always 
say  to  the  carriers,  "You  must  upset  the  State  rate,  you  must 
prove  that  the  State  rate  with  which  you  make  these  comparisons 
is  less  than  reasonable,"  then  it  would  be  all  right.  But  in  the 
Shreveport  case,  while  it  was  contended  that  was  done,  it  does 
not  appear  to  me  that  it  was  done,  and  there  should  be  some  way 
of  absolutely  tying  down  the  State  rate  as  made  by  the  State 
commission,  until  the  physical  power  is  lodged,  instead  of  the 
mere  legal  power,  in  the  hands  of  the  Interstate  Commerce  Com- 
mission to  do  the  same  thing,  which  I  believe  they  will  ultimately 
have  to  do. 

Mr.  FINN.  I  move,  that  we  take  a  recess  until  two  o'clock. 

The  motion  was  agreed  to. 

Accordingly  at  12 :30  o'clock  P.  M.  the  convention  took  a  recess 
until  2  o'clock  P.  M. 

AFTERNOON    SESSION. 

The  convention  reassembled  at  2  o'clock  P.  M. 

The  PRESIDENT.  Gentlemen,  we  will  resume  the  consideration 
of  the  subject  of  proposed  amendments  to  the  Interstate  Com- 
merce Act. 

Mr.  REYNOLDS,  of  Washington.  Mr.  President,  I  desire  to  state 
that  I  heartily  agree  with  the  remarks  of  Mr.  Eshleman  of  Cali- 
fornia, which  were  made  just  before  the  noon  recess,  and  I  want 
to  say  and  I  think  it  ought  to  be  said,  and  I  think  it  ought  to  go 
into  our  record,  that  the  public  service  will  suffer  a  distinct  loss 
by  the  retirement  of  Mr.  Eshleman  from  the  Public  Service  Com- 
mission of  the  State  of  California.  (Applause.) 

We  live  about  3,000  miles  from  the  seat  of  government.  We 
know  the  difficulties  of  presenting  matters  that  are  to  be  heard 
at  the  seat  of  government.  We  know  with  what  ease  we  can 
determine  the  questions  that  vitally  concern  the  people  of  our 
State  at  home.  We  know,  or  we  think  we  know,  that  in  the  near 
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future  the  question  of  fixing  intrastate  rates  for  the  interstate 
railroads  is  to  be  taken  out  of  our  hands,  and  like  Mr.  Eshleman, 
if  we  knew  that  the  Interstate  Commerce  Commission  was  now 
ready  to  take  upon  themselves  the  burden,  so  that  the  people  of 
the  far  west  could  be  served  and  served  expeditiously,  I  believe 
it  would  be  our  vote  that  the  whole  matter  should  be  determined 
by  the  Interstate  Commerce  Commission.  We  do  not  feel  that 
there  is  anything  holy  about  a  rate  fixed  by  the  Public  Service 
Commission  of  our  State;  but  if  we  were  to  choose  as  between 
the  courts,  some  of  whom  are  thoroughly  prepared  upon  the  ques- 
tions involved,  many  of  whom  I  think  are  not,  I  believe  we  would 
select  the  Interstate  Commerce  Commission  as  the  court  of  final 
resort  in  the  matter  of  rate-making. 

I  want  to  file  a  protest  here  011  the  question  of  the  time  that 
is  consumed  by  this  Association  in  railroad  matters.  The  truth 
is  that  a  very  large  portion  of  the  time  of  the  Public  Service  Com- 
mission of  the  State  of  Washington  is  consumed  in  other  mat- 
ters, matters  in  which  we  are  vitally  interested,  and  which  are 
not  discussed  here  in  this  convention. 

It  seems  to  me  that  the  only  question  involved  in  this  resolu- 
tion is  in  the  nature  of  a  protest  against  judicial  legislation.  Any 
person  who  has  read  the  Minnesota  rate  case  knows  that  Mr. 
Justice  Hughes  laid  down  the  proposition  definitely  and  clearly 
that  the  Interstate  Commerce  Commission  had  no  right  to  make 
or  interfere  with  an  intrastate  rate  until  the  Congress  of  the 
United  States  had  given  the  Interstate  Commerce  Commission 
that  power. 

The  protest  of  Texas  is  joined  in  by  the  State  of  Washington. 
I  think  we  are  in  favor  of  that  resolution,  because  it  is  in  the 
nature  of  a  protest.  We  are  against  judicial  legislation.  If  you, 
will  read  the  Minnesota  rate  case  carefully,  you  will  see  that  the 
very  questions  that  were  presented  in  the  Shreveport  case  were 
presented  in  that  case,  and  that  Mr.  Justice  Hughes  of  the 
Supreme  Court  of  the  United  States  clearly  and  positively  deter- 
mined the  issue.  And  so  we  protest  against  judicial  legislation, 
and  on  the  grounds  laid  down  clearly  by  Mr.  Eshleman  of  Cali- 
fornia we  will  support  the  resolution  of  Mr.  Williams  of  Texas. 
We  cannot  see  that  there  is  anything  whatever  in  the  substitute, 
and  therefore  we  are  opposed  to  the  substitute  and  in  favor  of 
the  resolution  as  offered  by  Mr.  Williams. 

Mr.  BENTON,  of  New  Hampshire.  Mr.  President,  I  do  not  rise 
to  discuss  this  matter  at  any  length,  because  I  think  the  conven- 
tion pretty  well  understands  what  is  before  it.  I  do  rise  to  offer 
an  amendment  to  the  resolution  offered  by  Mr.  Williams  of 
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Texas,  because  I  think  that  resolution  can  be  put  into  a  form  in 
which  it  will  substantially  express  the  views  of  all  the  members 
of  this  convention,  which  I  think  it  perhaps  does  not  do  now.  It 
is  very  evident  that  it  does  not  express  the  views  of  the  gentleman 
from  Washington  who  has  just  spoken  (Mr.  Reynolds)  but  he 
proposes  to  support  that  resolution  in  its  present  form  because 
evidently  the  resolution  offered  by  the  gentleman  from  Louisiana 
(Mr.  Taylor)  does  not  come  to  anything. 

It  seems  to  me  that  one  thing  we  want  very  clearly  to  avoid 
here  is  the  expression  of  our  views  on  constitutional  law.  It 
seems  to  me  we>want  to  make  a  practical  suggestion  to  Congress, 
which  may  come  to  some  practical  result.  I  believe  the  resolu- 
tion can  be  put  into  such  form  that,  whatever  our  views  as  to 
the  constitutional  power  of  Congress,  whatever  our  views  as  to 
the  meaning  of  the  Act  to  Regulate  Commerce,  we  may  all  join 
in  supporting  a  resolution,  which  does  come  to  something,  in- 
stead of  being  driven  to  vo,te  for  it  when  it  does  not  express  our. 
views,  or  else  vote  for  the  other  resolution,  which  comes  to  noth- 
ing. At  the  present  time  under  the  Shreveport  decision  a  State- 
made  rate  may  be  stricken  down  without  a  finding  from  anybody 
that  it  is  unreasonable  or  unjust  in  any  respect.  The  Interstate 
Commerce  Commission  may  simply  find  that  discrimination  ex- 
ists, and  order  the  discrimination  to  cease,  and  ipso  facto  the  car- 
riers are  absolved  from  conforming  to  the  State-made  rate,  and 
I  think  we  all  agree  that  that  is  wrong. 

I  believe  that  the  great  majority  of  us  had  rather  trust  to  the 
Interstate  Commerce  Commission  to  find  whether  the  intra state 
rate  is  unjust  and  unreasonable  and  should  yield  to  the  inter- 
state rate,  than  to  leave  it  to  a  Federal  court.  The  court  may 
leave  it  to  a  master  who  never  heard  of  a  rate  question  before. 
We  have  seen  too  much  of  the  findings  of  masters  appointed  by 
Federal  court  judges,  to  want  to  send  to  those  masters  the  ques- 
tion of  determining  whether  a  State-made  rate  should  yield  to 
an  interstate  rate  prescribed  by  the  Interstate  Commerce  Com- 
mission or  not. 

Accordingly  I  move  to  amend  the  resolution  offered  by  the 
gentleman  from  Texas  by  striking  out  the  words  appearing  in  the 
first  half  of  the  fifth  line  from  the  end,  and  all  of  the  last  four 
lines,  and  to  amend  the  resolution  further  by  substituting  words 
so  that  the  resolution  shall  read : 

"And  provided,  That  nothing  in  this  act,  nor  the  exercise  of  any  authority  by 
the  Interstate  Commerce  Commission  by  virtue  thereof,  shall  absolve  any  railroad 
or  other  common  carrier  from  obeying  any  rate,  rule,  regulation  or  practice  of 
any  State  with  respect  to  the  transportation  of  passengers  or  property,  or  the 
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receiving,  delivery,  storage  or  handling  of  property  wholly  within  one  State,  and 
not  shipped  to  or  from  a  foreign  country,  from  or  to  any  State  or  Territory  afore- 
said, unless  and  until  the  Interstate  Commerce  Commission  shall  have  found  the 
same  to  be  unreasonable  and  to  be  discriminatory  in  relation  to  some  rate,  rule, 
regulation  or  practice  with  respect  to  the  interstate  transportation  of  passengers 
or  property  prescribed  or  found  by  said  Commission  to  be  reasonable,  and  shall 
by  order  have  prescribed  in  what  respect  and  to  what  extent  the  same  shall  be 
changed  to  avoid  the  discrimination  found  to  exist." 

Mr.  ESHLEMAN,  of  Calif opnia.  Mr.  President,  I  just  have  this 
to  say  with  reference  to  Mr.  Benton's  resolution:  I  think  it  is 
probable  that  we  will  come  to  it  in  time,  but  as  I  said  when  I 
was  on  my  feet  before,  unless  the  Interstate  Commerce  Commis- 
sion is  prepared  to-day  to  pass  upon  the  reasonableness  of  the 
State  rates,  or  prepared  to  accept  them  as  conclusively  reason- 
able, we  cannot  solve  this  difficulty  at  the  present  time.  In  other 
words,  the  Interstate  Commerce  Commission  has  to  accept  the 
determination  of  the  State  commission  without  question,  without 
any  intelligent  consideration  of  it  whatsoever,  or  it  must  go  in 
and  fix  these  rates,  and  it  is  not  prepared  to  do  that.  Mr.  Ben- 
ton's  resolution  leaves  it  in  the  same  position  ultimately  that  it 
will  come  to  by  evolution  in  my  opinion.  Some  of  you  gentle- 
men disagree  with  that;  but  at  the  present  time  we  have  a  prac- 
tical difficulty  that  confronts  us  in  every  case  that  we  try,  and 
it  is  the  practical  difficulty  that  we  ought  to  meet.  And  while 
I  said  when  I  spoke  before  that  I  did  not  think  Congress  would 
adopt  legislation  or  go  as  far  as  suggested  by  the  gentleman  from 
Texas  (Mr.  Williams),  I  think  the  moral  effect  of  that  will  cause 
the  railroads  for  instance  to  go  to  Texas  and  question  the  rea- 
sonableness of  the  rates  in  Texas  as  they  should  have  done,  and 
will  cause  them  not  to  be  so  cocky  as  they  have  been  all  over  the 
United  States  since  these  last  two  decisions  have  made  them  feel 
that  they  had  disarmed  the  States,  and  knowing  that  there  was 
no  actual  power — I  do  not  mean  a  lack  of  legal  power,  but  T 
mean  a  lack  of  actual  power — by  reason  of  the  lack  of  machinery 
at  the  command  of  the  Interstate  Commerce  Commission  to  act 
intelligently.  Therefore  I  say  the  substitute  leaves  it  just  about 
where  we  were. 

The  PRESIDENT.  Gentlemen,  I  want  to  make  this  announce- 
ment, that  this  Convention  will  have  an  opportunity  to  express 
its  sentiments  fairly,  and  that  no  technical  parliamentary  rules 
will  be  permitted  to  prevent  you  from  doing  so;  that,  as  matters 
now  stand,  the  Convention  will  have  an  opportunity  to  vote  upon 
the  substitute  offered  by  Mr.  Taylor  of  Louisiana.  Then,  if  a  dis- 
position is  made  of  it  in  such  a  way  that  it  becomes  necessary, 
you  will  have  an  opportunity  to  express  yourselves  fairly  upon 
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the  amendment  offered  by  Mr.  Bentou.  Then,  if  occasion  pre- 
sents itself,  you  will  have  an  opportunity  to  express  your  senti- 
ments fairly  upon  the  resolution  offered  by  Mr.  Williams.  I  in- 
tend to  see  to  it,  as  President  of  this  Association,  that  you  have 
an  opportunity  to  express  yourselves  fairly  and  honestly  upon 
any  proposition  that  conies  before  you,  and  you  Avill  not  be 
prohibited  from  doing  it  by  the  injection  of  any  parliamentary 
rule  that  will  prohibit  you  from  doing  so. 

Mr.  ESHLEMAN,  of  California.  I  want  to  ask  a  question.  I 
know  we  have  two  or  three  special  orders. 

The  PRESIDENT.  Yes. 

Mr.  ESHLEMAN,  of  California.  I  want  to  know  then  what  is 
the  disposition  of  the  Association  with  reference  to  the  consider- 
ation of  those  matters.  Men  have  come  here  from  various  por- 
tions of  the  United  States  to  hear  the  discussion  on  this  valua- 
tion matter. 

The  PRESIDENT.  Yes. 

Mr.  ESHLEMAN,  of  California.  And  the  people  in  charge  of 
that  gave  way,  and,  it  would  seem  to  me,  we  ought  to  set  a  time, 
<•(  i  tainly  not  too  far  in  the  future,  at  which  time  we  can  go  oti 
with  the  other.  I  just  make  that  suggestion.  I  have  said  what 
I  want  to  say,  so  I  am  perfectly  willing  that  the  discussion  of 
this  matter  should  close  in  half  an  hour. 

Mr.  TIIORNE,  of  Iowa,  I  move  that  the  valuation  matter  be 
made  the  special  order  for  three  o'clock,  and  that  this  matter,  if 
not  concluded  by  that  time,  shall  be  the  'special  order  immediately 
following  the  disposition  of  the  valuation  matter. 

I  make  this  motion  for  the  reason  that  there  are  a  number  of 
people  here  who  are  specially  interested  in  public  utilities,  who 
have  come  on  purpose  to  hear  that  discussion,  and  I  do  not  be- 
lieve that  we  ought  to  railroad  through  the  discussion  on  this 
question  of  State  regulation.  It  is  the  big  issue  of  this  conven- 
tion, and  in  order  to  accommodate  these  public  utility  men  I 
make  that  suggestion. 

Mr.  ESHLEMAN,  of  California.  I  second  the  motion. 

The  PRESIDENT.  It  has  been  moved  and  seconded  that  the  con- 
tinuation of  the  discussion  of  the  report  of  the  valuation  matter 
be  made  the  special  order  for  three  o'clock. 

A  MEMBER.  No,  let  us  finish  this. 

Mr.  ESHLEMAN,  of  California.  If  the  majority  says  so,  we  will 
finish  it,  otherwise  not. 

The  question  was  taken,  and  on  a  division  there  were,  ayes  29, 
noes  8. 

Accordingly,  the  motion  was  agreed  to. 
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Mr.  DECKER,  of  New  York.  Mr.  Chairman,  I  ask  the  indulgence 
of  the  Convention  for  a  moment.  The  Express  Kate  Committee, 
as  now  constituted,  is  made  up  of  one  representative  from  each 
State.  The  change  in  the  express  situation  for  the  coming  year 
involves,  I  think,  the  advice  and  assistance  of  the  Interstate 
Commerce  Commission,  and  I  move  that  that  be  authorized. 

The  motion  was  seconded  and  agreed  to. 

Mr.  BARROW,  of  Louisiana,  Mr.  Taylor,  who  has  introduced 
the  resolution  from  Louisiana,  has  to  leave  at  three  o'clock,  and 
he  asked  me  to  make  the  request  that  on  the  vote  he  be  recorded 
as  voting  for  the  resolution  offered  by  Louisiana,  and  as  against 
the  resolution  offered  by  Mr.  Williams  of  Texas. 

Mr.  THORNE,  of  Iowa.  I  ask  unanimous  consent  that  that  be 
done. 

The  PRESIDENT.  Unanimous  consent  is  asked  that  Mr.  Taylor 
of  Louisiana,  who  is  compelled  to  leave  the  Convention,  be  re- 
corded as  voting  for  the  resolution  offered  by  him  on  behalf  of 
the  State  of  Louisiana,  and  against  the  resolution  offered  by  Mr.. 
Williams.  Is  there  objection? 

There  was  no  objection. 

Mr.  BURR,  of  Florida.  Mr.  President,  I  have  very  little  to  say 
on  this  subject.  I  want  to  refer  to  a  remark  which  was  made 
by  Judge  Williams  this  morning,  that  what  he  was  seeking  to 
do  by  this  resolution  was  to  prevent  the  spread  of  a  disease  which 
he  already  had.  Now  I  do  not  know  to  what  extent  this  disease 
has  already  spread,  but  I  do  want  to  say  that  it  has  spread  over 
into  the  State  of  Florida,  and  not  upon  a  question  such  as  was 
presented  in  the  Shreveport  case.  No  State  is  protesting  against 
the  rate  into  Florida  or  against  a  State  rate  within  the  State  of 
Florida.  Nor  is  there  any  city  taking  such  a  position.  But 
recently  one  of  the  principal  railroads  operating  in  our  State 
violated  three  of  the  rules  of  the  commission,  which  rules  I  want 
to  say  have  already  been  passed  upon  by  our  Supreme  Court  and 
found  to  be  good  rules.  One  was  with  reference  to  the  filing  of 
rates,  another  with  reference  to  the  question  of  withdrawing  or 
discontinuing  the  use  of  a  rate  after  application  to  and  consent 
of  the  commission,  and  there  was  another  one  which  it  is  not 
necessary  to  enumerate.  This  was  all  done  without  notice  to 
the  commission,  without  application  to  the  commission,  and  the 
commission  found  it  out  only  after  the  changes  had  been  made 
or  the  rules  had  been  violated,  and  it  seemed  to  be  so  arbitrary 
that  the  commissioners  cited  that  carrier  to  show  cause  why  pen- 
alty should  not  be  assessed  for  these  gross  violations  of  the 
rules  of  the  commission.  That  case  was  heard  last  week  bv  the 
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commission.  The  attorney  for  that  company  appeared  and  made 
answer  that  they  had  to  do  it  in  view  of  the  decision  in  the 
Shreveport  case.  Yet  it  is  an  entirely  different  proposition  than 
that,  as  I  understand,  which  arises  under  the  Shreveport  case. 
Our  commission  are  confronted  with  this  proposition,  that  we 
will  have  to  litigate  that  question  with  that  railroad.  Knowing 
them  as  I  do,  knowing  their  determination,  and  knowing  their 
counsel,  I  know  that  it  cannot  be  settled  in  any  other  way,  and 
it  means  that  the  settlement  of  it  is  twelve  months  or  possibly 
two  years  off;  and  in  the  meantime  the  people  living  along  the 
line  of  that  railroad  must  suffer  the  consequences.  And  even 
though  the  commission  may  prevail  in  the  end  and  come  back  to 
the  proposition  of  reparation,  we  all  know  that  hundreds  of  ship- 
pers never  get  anything  out  of  it  when  it  comes  to  reparation. 

And  then  on  the  other  hand,  should  we  lose  in  that  particular 
case,  what  does  it  mean?  It  means  that  every  other  carrier  oper- 
ating in  that  territory  subject  to  the  jurisdiction  of  our  commis- 
sion will  immediately  withdraw  such  State  rates  as  it  sees  fit  to 
withdraw;  because  if  this  is  given  the  stamp  of  approval,  they 
will  be  perfectly  within  their  rights  in  so  doing.  And  I  think  the 
resolution  offered  by  the  gentleman  from  Texas  (Mr.  Williams), 
whether  in  the  exact  language  or  not,  but  with  the  same  meaning, 
ought  to  be  adopted,  that  it  is  not  a  question  here  of  a  squabble 
between  the  State  of  Texas  and  the  State  of  Louisiana,  nor  do  I 
look  upon  it  as  a  wide  difference  of  opinion  between  the  members 
of  State  commissions  here  assembled  and  the  members  of  the 
Interstate  Commerce  Commission.  In  taking  that  position  I  want 
it  distinctly  to  be  understood  that  I  have  the  highest  regard  and 
respect  for  the  members  of  the  Interstate  Commerce  Commission, 
and  it  has  been  my  fortune  or  misfortune  in  the  past,  I  do  not  know 
which  to  say,  to  aid  somewhat  in  securing  broader  powers  for 
that  Commission.  I  have  always  thought  and  I  think  to-day,  that 
that  body  should  be  clothed  with  every  possible  power  that  can 
be  given  it  for  the  control  of  interstate  commerce.  I  believe  that 
there  is  a  vast  field  for  both  of  these  jurisdictions.  I  believe  every 
State  commission  should  have  ample  power,  and  I  believe  this 
Interstate  Commerce  Commission  should  have  ample  power.  So 
therefore  in  what  I  say  I  do  not  wish  to  be  taken  in  criticism  of 
the  action  of  the  Interstate  Commerce  Commission.  But  nothing 
has  been  said  here  about  the  fact  that  the  decision  in  the  Shreve- 
port case  was  not  a  unanimous  decision.  The  Commission  was 
divided,  four  to  three.  Three  of  the  members  of  the  Commission 
filed  dissenting  opinions,  which  were  able  opinions,  and  I  recall 
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that  one  of  those  commissioners  wound,  up  his  decision  with 
something  like  this,  that  the  Commission  had  better  confine  itself 
to  the  four  corners  of  the  law. 

Mr.  President,  I  believe  that  Congress  should  be  called  upon 
to  do  something  to  prevent  the  courts  of  this  country  legislating. 
They  ought  to  be  called  upon  to  do  something  to  remind  these 
courts  that  they  ought  to  exercise  that  authority  for  which  they 
were  created,  and  not  undertake  to  be  the  executive,  the  legis- 
lative and  the  judicial  all  in  one.  Congress  has  it  in  its  power 
to  consider  it,  and  the  people  of  the  States  of  this  Republic  have 
it  within  their  power  to  compel  Congress  to  do  it.  And  whether 
we  are  successful  at  this  time  in  convincing  Congress  that  they 
ought  to  act,  I  firmly  believe  that  the  time  is  not  far  off  when  we 
will  be  able  to  convince  them  of  that  fact.  We  can  carry  this 
thing  home  as  we  should  do,  and  keep  on  carrying  it  and  present- 
ing it,  and  committing  these  men  to  a  proper  realization  of  their 
flu  ties,  or  else  retire  them.  We  can  make  them  responsible  to  the 
people  who  have  sent  them  to  Congress.  And  I  believe  that  even 
though  this  proposition  should  fail  here  to-day,  it  will  prevail  in 
the.  end.  I  am  a  firm  believer  in  the  people  of  this  country, 
whether  they  be  Democrats,  Republicans  or  Bull  Moosers.  I  be- 
lieve the  rank  and  file  of  them  want  to  do  what  is  right,  and  I 
believe  this  resolution  points  towards  right,  and  I  believe  right 
will  prevail. 

Mr.  BARROW,,  of  Louisiana.  Mr.  President,  by  authority  of  Mr. 
Taylor  who  has  had  to  leave  I  should  like,  at  this  time,  to  withdraw 
the  resolution  offered  by  him,  in  view  of  the  amendment  offered 
by  Mr.  Benton,  which  will  be  voted  upon  by  the  Convention; 
and,  in  explanation  of  this,  I  wish  to  say  that,  while  my  views  have 
not  changed,  I  think  the  sentiment  of  this  Convention  is  so  op- 
posed to  the  resolution  offered  by  Mr.  Taylor,  that  there  is  no  hope 
of  its  passing,  and,  in  view  of  the  delightful  entertainment  and 
information  which  I  have  received,  I  do  not  care  to  attend  a 
funeral  this  afternoon.  (Laughter.)  That  resolution  is  therefore 
withdrawn. 

Mr.  THOMPSON,  of  Illinois.  Mr.  President  and  gentlemen,  it  is 
not  my  purpose  to  speak  at  any  length  on  this  question.  Some 
questions  have  been  raised  in  my  mind  as  I  have  heard  gentlemen 
speak  on  this  subject.  Among  them  the  inquiry  arises,  if  the 
States  are  to  be  shorn  of  their  power  to  regulate  rates,  then  there 
is  really  no  necessity  for  any  commissions  having  jurisdiction 
within  the  States  to  discuss  or  act  upon  those  questions.  I  can  see 
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where  there  may  be  difficulties,  for  instance  in  the  State  of  Illinois 
as  to  passenger  rates,  and  that  power  is  exercised  in  many  States, 
and  possibly  may  be  exercised  by  others.  They  fix  a  maximum 
rate  for  passengers.  Should  that  come  in  conflict  with  the  ruling 
of  the  Interstate  Commerce  Commission,  had  that  been  the  ques- 
tion that  had  arisen  instead  of  a  freight  rate  in  the  Shreveport 
ease,  Avhat  would  have  been  the  result?  There  was  a  positive 
declaration  of  what  the  rate  should  be.  It  was  so  declared  by 
the  State  legislature,  and  presumed  to  be  reasonable.  It  is  the 
law  of  the  State.  That  rate  would  have  to  be  set  aside  in  order 
to  prevent  the  situation,  if  the  rate  was  found  to  be  a  reasonable 
rate  by  the  Interstate  Commerce  Commission.  If  the  States  are  , 
to  release  the  hold  that  they  have  upon' that  situation,  if  they  are 
to  be  deprived  of  the  power  to  fix  maximum  rates  and  the  power 
to  enforce  their  laws  upon  that  subject*  either  by  a  positive  Act  of 
Congress  or  by  a  construction  of  the  law  by  the  courts,  if  that  is 
to  be  done  then  the  control  of  corporations  by  States  has  passed 
out  of  the  hands  of  the  States.  Corporations  get  their  life  only 
from  the  State.  There  is  no  such  thing  as' national  incorporation. 
If  we  are  going  to  the  point  of  saying  that  the  general  govern- 
ment must  have  that  power  to  reach  out  into  the  States,  and 
regulate  intrastate  rates  even  though  they  (the  Interstate  Com- 
merce Commission)  were  as  equipped  for  it  as  my  friend  from 
California,  Mr.  Eshleman,  said,  and  able  to  do  it,  if  you  are  to 
say  that  power  shall  be  given  to  the  general  government,  then 
you  ought  to  go  a  step  further  and  say  that  there  shall  be  national 
incorporation.  Otherwise  suppose  this  situation  should  arise, 
that  a  railroad  corporation  should  refuse  to  obey  the  orders  of  a 
commission  created  by  the  State  that  had  power  to  create  that 
commission,  and  that  commission  was  to  make  an  order  as  to 
rates,  and  the  railroad  company  should  say,  "We  are  going  to 
abandon  that  rate  because  it  may  come  in  conflict  with  a  rate 
that  was  fixed  by  the  Interstate  Commerce  Commission,"  and 
should  the  railroads  say,  as  they  will  say,  that  there  is  a  discrimi- 
nation between  the  two,  then  what  may  happen  to  the  State 
rates?  Suppose,  again,  the. State  in  that  case  was  to  say,  "You 
obey  the  order  of  the  State  as  to  the  rate  it  establishes  or  we  will 
revoke  your  charter."  There  comes  in  the  difficulty  as. I  see  it. 
There  are  conflicts  that  may  come  up,  and  it  seems  to  me  that  the 
power  to  fix  a  rate  intra  state  is  a  State  matter  and  ought  to  be 
left  to  the  State  as  it  has  been  supposed  heretofore  that  the  State 
had  the  right  and  the  power  to  establish  a  reasonable  rate.  T  am' 
for  this  resolution  of  Mr.  Williams'.  (Applause.) 
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Mr.  ATKINSON,  of  Missouri.  Mr.  President  and  gentlemen  of  the 
Association,  I  promise  you  that  I  will  be  very  brief,  and  I  think 
I  can  take  a  concrete  illustration  and  show  the  effect  of  this 
decision. 

In  the  first  place  I  want  to  say  that  the  complaint  filed  by  the 
Louisiana  Commission  was  not  against  the  Texas  rate.  The  com- 
plaint charged  that  the  interstate  rates  from  Shreveport  into  the 
State  of  Texas  were  unreasonable  and  unjust,  and  that  certain 
discriminations  existed  between  towns  in  the  State  of  Texas.  I 
have  read  somewhere  that  when  Sampson  pulled  down  the  temple 
to  kill  his  enemies  he  killed  a  good  many  friends  at  the  same 
time,  whom  he  did  not  intend  to  kill,  and  I  am  inclined  to  think 
that  our  friends  in  Louisiana  and  Texas,  while  they  may  have 
thought  they  were  personally  fighting  each  other  about  State  rates, 
have  produced  a  condition  with  the  Shreveport  opinion  which 
they  themselves  do  not  want.  Rate  men  who  are  familiar  with 
making  rates  know  that  the  Mississippi  River  is  a  rate-breaking 
point.  When  a  merchant  at  Springfield,  Missouri,  buys  a  carload 
of  merchandise  in  New  York  City,  the  rate  is  made  from  New 
York  City  to  St.  Louis  plus  the  State  rate  to  points  of  destination. 
I  wish  briefly  to  refer  to  the  Missouri  rate  cases.  Prior  to  a  year 
ago  the  rates  paid  by  the  merchant  at  Springfield,  Missouri,  were 
the  interstate  rate  from  New  York  City  to  St.  Louis  plus  the  local 
rate  or  the  State  rate  from  St.  Louis  to  Springfield.  At  that 
time  what  I  might  term  that  leg  of  the  interstate  rate  from  the 
Mississippi  River  into  Missouri  was  identical  with  the  State  rate 
from  St.  Louis  out  to  Springfield. 

In  1905,  when  Governor  Folk  was  Governor  of  Missouri,  the 
legislature  passed  what  was  known  as  the  maximum  freight  rate 
act.  That  was  taken  immediately  to  the  Federal  courts  and 
enjoined,  and  in  1907  the  legislature  amended  it  and  sought  to 
remove  certain  unjust  rates.  That  contest  was  continued  in  the 
Federal  courts,  and  finally  reached  the  Supreme  Court  of  the 
United  States,  and  was  decided  a  year  ago  last  June.  The  Su- 
preme Court  of  the  United  States  held  that  the  carriers  had  not 
made  out  by  positive  and  unequivocal  evidence  a  case  that  should 
overturn  the  State  statute,  and  held  that  the  acts  were  valid 
as  to  twelve  or  fourteen  of  the  railroads.  The  carriers  immedi- 
ately put  in  the  State  rates. 

I  am  going  to  take  one  rate  in  order  to  show  the  effect  of  the 
Shreveport  decision  on  Missouri,  and  I  might  pause  here  to  say 
that  Missouri  is  in  a  very  peculiar  situation.  We  have  a  rate- 
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breaking  point  on  the  east  and  we  have  a  rate-breaking  point  on 
the  west,  and  the  State  rate  across  the  State  of  Missouri  is  always 
one  link  of  the  interstate  rate  from  New  York  to  California. 

The  carriers  immediately  reduced  the  freight  rate  when  the 
Supreme  Court  decided  the  question.  In  the  case  of  Springfield, 
Missouri,  they  cut  the  grain  rate  from  15  cents  to  8y2  cents.  A 
miller  living  at  Springfield,  Missouri,  who  wants  to  ship  a  car- 
load of  flour  from  Springfield,  Missouri,  to  Columbus,  Ohio,  is 
in  this  situation.  The  carriers  still  maintain  the  old  leg  of  the 
interstate  rate,  which  is  15  cents.  The  miller  living  at  Spring- 
field buys  his  carload  of  wheat  and  grinds  it  into  flour  and  ships 
it  to  Columbus.  He  pays  the  15  cent  rate  from  Springfield  to 
St.  Louis.  From  there  he  pays  the  ordinary  interstate  rate  on  to 
Columbus.  The  miller  who  lives  in  St.  Louis  may  go  out  to 
Springfield  and  buy  a  carload  of  wheat  under  the  nose  of  the 
Springfield  miller,  and  ship  that  carload  of  wheat  from  Springfield 
down  to  St.  Louis  at  the  Si/o  cent  rate.  There  he  mills  it  and 
ships  it  on  to  Columbus,  Ohio,  having  the  benefit  of  the  difference 
between  the  Sy>  cent  rate  and  the  15  cent  rate.  Under  this 
Shreveport  decision  millers  in  Missouri  have  filed  a  complaint 
with  the  Interstate  Commerce  Commission,  and  they  have  alleged 
discrimination  against  the  miller  who  lives  in  Springfield,  Mis- 
souri, compared  with  the  St.  Louis  miller,  and  are  seeking  at 
this  time  to  have  the  Interstate  Commerce  Commission  strike 
down  the  State  rate,  which  is  8y2  cents,  from  Springfield  to  St. 
Louis,  which  has  been  made  by  a  solemn  legislative  act  of  that 
State.  Missouri  is  not  made  a  party  to  that  complaint. 

Mr.  ESHLEMAN,  of  California.  That  Sy2  cent  rate  was  passed 
on  by  the  Supreme  Court  of  the  United  States? 

Mr.  ATKINSON,  of  Missouri.  The  Sy2  cent  rate  was  passed  on 
by  the  Supreme  Court  of  the  United  States  as  to  fourteen  of  the 
railroads  of  Missouri.  Now  the  miller  doubtless  feels  that  he  has 
just  cause  of  complaint.  There  is  a  discrimination.  The  miller 
at  Springfield  is  at  a  disadvantage  as  against  the  miller  in  St. 
Louis,  by  reason  of  St.  Louis  being  at  this  rate-breaking  point, 
and  it  is  a  serious  question  to  our  commission.  Now,  how  is  that 
question  before  the  Interstate  Commerce  Commission  whether 
this  SVo  cent  rate,  made  by  legislative  act,  shall  be  stricken  down 
by  the  Interstate  Commerce  Commission,  Missouri  not  having 
been  made  a  party  to  that  suit?  I  say  that  condition  exists  in 
Kansas  and  exists  in  Nebraska, 

Certain  questions  are  now  pending  before  the  Missouri  com- 
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mission,  and  the  question  is  up  now  that  the  State  rates  are 
lower  than  that  leg  of  the  interstate  rates.  The  proposition  to 
reduce  that  part  of  the  interstate  rate  has  been  declined.  I  say 
this  with  the  greatest  respect  to  the  Supreme  Court  of  this  nation 
and  with  the  greatest  of  respect  to  the  very  able  and  conscientious 
members  of  the  Interstate  Commerce  Commission,  that  there  ought 
to  be  some  kind  of  legislation,  and  the  Williams  resolution  comes 
nearer  to  meeting  that  than  anything  that  has  been  suggested. 

For  twenty-six  years  the  Interstate  Commerce  Commission  has 
refused  to  assume  jurisdiction  in  cases  similar  to  the  Shreveport 
case.  It  is  true  that  Justice  Hughes  based  his  opinion  in  the 
Shreveport  case  under  the  discrimination  section,  section  three, 
and  he  based  his  opinion  in.  the  Minnesota,  rate  case  upon  section 
one,  holding  that  the  Interstate  Commerce  Commission  had  not 
been  given  the  authority  to  make  a  State  rate.  In  the  Shreveport 
case  he  held  that  the  anti-discrimination  section  held  both  against 
the  State  and  the  interstate  rate. 

Now  what  happened  in  the  Shreveport  case?  Mr.  Justice 
Hughes  points  out  in  his  opinion  that  there  were  two  remedies 
to  remove  that  discrimination.  One  was  to  reduce  the  interstate 
rate  and  the  other  was  to  increase  the  State  rate.  I  understand 
from  the  learned  attorney  general  of  Louisiana,  and  also  from 
talking  with  Judge  Prouty,  and  he  will  bear  me  out  in  this  matter, 
that  the  commission  did  not  pass  upon  and  did  not  determine  that 
the  rates  from  Shreveport  into  Texas  were  as  low  as  they  could 
be  reduced,  in  other  words  that  they  were  reasonable  and  just 
rates.  Now  if  that  question  was  not  determined,  how  could  the 
carriers  know  which  to  do,  to  reduce  the  interstate  rate  to  equal 
the  Texas  rate,  or  increase  the  Texas  rate  up  to  the  interstate 
rate?  How  shall  they  know  which  to  do  if  that  question  was 
not  determined  in  that  case,  and  I  understand  it  was  not. 

Mr.  BARROW,  of  Louisiana.  It  is  still  open.  It  has  not  been 
decided. 

Mr.  ATKINSON,  of  Missouri.  Then  why  did  not  the  carriers  go 
back  to  Texas  and  cut  down  their  interstate  rate?  The  prima 
facie  presumption  in  behalf  of  the  State  rate  was  just  as  strong  as 
the  prima  facie  presumption  in  behalf  of  the  interstate  rate.  That 
condition  has  been  created. 

Now  take  a   State  which,  unlike  Missouri,  is  not  on  a   rate 
breaking  point.     In  Kansas  it  is  just  about  half  as  bad  as  it  is 
in  Missouri.     Kansas  has  a  rate-breaking  point  on  the  east,  but 
none  on  the  west  that  I  know  of.    Iowa  is  in  practically  the  same 
condition  as  Missouri.    Perhaps  no  other  two  States  in  the  Union 
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are  like  those  two.  I  say  that  is  a  condition  that  the  Interstate 
Commerce  Commission  itself  does  not  want  to  have  exist.  Take 
Missouri,  in  these  rate  cases  they  have  challenged  the  State  rate. 
Will  the  Interstate  Commerce  Commission  investigate  and  deter- 
mine whether  the  State  rates  are  reasonable?  Have  they  at  this 
time  the  means  of  knowing  whether  the  rate  made  by  the  legis- 
lature is  a  reasonable  and  just  rate,  or  whether  that  leg  of  the 
interstate  rate  is  the  one  to  apply?  And  certainly,  Missouri  being 
an  interested  party,  I  believe  she  ought  to  be  made  a  party  defend- 
ant in  that  case.  We  happened  to  learn  of  that  complaint  pend- 
ing, and  we  asked  leave  of  the  Interstate  Commerce  Commission 
to  file  a  petition  for  intervention.  We  went  into  that  case  and 
said  that  the  15  cent  rate  is  an  unreasonably  high  rate  from 
Springfield  to  St.  Louis,  and  that  that  is  the  rate  which  ought  to 
be  cut  down  instead  of  the  State  rate  being  stricken  down  without 
notice,  except  that  we  learned  it  through  THE  TRAFFIC  WOULD,  or 
some  notice  in  some  way  that  such  a  complaint  had  been  filed,  we 
would  not  have  known  such  a  suit  Avas  pending. 

Gentlemen,  whether  the  resolution  should  be  in  the  exact  words 
proposed  by  Judge  Williams  I  am  not  prepared  to  state,  but  I 
do  believe  that  this  Association  ought  at  this  time  to  appoint  a 
committee  to  take  up  with  the  Interstate  Commerce  Commission, 
and  with  Congress  when  it  convenes  in  December,  and  to  go  before 
the  Committee  on  Interstate  Commerce  and  work  out  and  prepare 
a  reasonable  and  just  act  to  be  passed  by  Congress.  (Applause.) 
Personally  I  am  going  to  vote  for  the  resolution  of  Judge 
Williams.  My  original  idea  was  that  we  ought  to  amend  the 
anti-discrimination  section,  section  three,  and  determine  that  that 
should  only  apply  when  it  went  to  the  interstate  rate.  I  think 
Mr.  Finn  has  pointed  out  the  difference  between  a  reasonable  and 
just  rate  and  a  rate  which  produces  discrimination.  Those  ques- 
tions could  be  easily  met.  Viewing  the  question  as  I  do,  I  am 
going  to  vote  for  the  Williams  resolution  and  I  think  every  State 
Commission  that  wishes  to  have  any  force  and  effect  on  State 
rates  in  the  future  ought  to  vote  likewise.  (Applause.) 

RAILROAD  VALUATION. 

The  PRESIDENT.  The  time  has  arrived  for  the  special  order. 

Mr.  KEYNOLDS,  of  Washington.  I  suppose  a  motion  to  adopt  the 
report  would  be  in  order,  before  we  have  any  discussion. 

Mr.  ESHLEMAX.  of  California,  We  made  no  positive  recom- 
mendation, from  the  committee  of  which  I  was  chairman,  and,  at 
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this  time,  I  merely  move  that  the  report  on  Taxation  and  Valu- 
ation be  received  and  filed  and  printed,  as  there  are  no  recom- 
mendations in  it  that  are  positively  stated. 
The  motion  was  seconded. 

The  PRESIDENT.  It  is  moved  that  the  report  of  the  Committee 
on  Kailroad  Taxes,  and  Plans  for  Ascertaining  Fair  Valuation 
of  Kailroad  Property  be  received  and  printed.  The  question  is 
ready  for  discussion. 

Mr.  REYNOLDS,  of  Washington.  Mr.  President,  I  desire  to  call 
the  attention  of  the  Commission  to  the  fact  that  we  are  not  in 
the  position  described  so  ably  by  Judge  Prouty  on  yesterday. 
Judge  Prouty  stated  that  he  did  not  think  it  becoming  in  him  to 
decide  these  questions  of  valuation  which  would  be  passed  upon 
by  the  Interstate  Commerce  Commission.    Unfortunately  it  may 
be,  the  State  commissions  are  required  to  pass  upon  these  ques- 
tions before  they  will  be  determined  by  the  Interstate  Commerce 
Commission.    They  are  questions  that  are  pressing  upon  us,  and 
we  have  traveled  across  this  country  to  get  some  light  on  some 
of  the  more  difficult  questions  of  valuation,  questions  which  it 
seems  to  me  most  of  our  learned  friends  seem  to  want  to  sidestep. 
Out  in  the  State  of  Washington  we  have  been  required  to  pass 
upon  the  question  of  the  use  of  the  multiple  in  the  valuation  of 
rights  of  way  and  terminals.    From  the  inception  of  the  Public 
Service  Commission  of  that  State  the  multiplier  has  been  used.  In 
other  words,  by  evidence  submitted  by  real  estate  experts  the 
value  of  the  right  of  way  has  been  determined,  as  compared  with 
contiguous  and  similarly  situated  property,  and  then  the  commis- 
sion has  said  in  order  that  the  railroad  company  should  obtain  its 
right  of  way  they  must  pay  two  or  three  times  as  much  as  a  private 
individual  would  pay,  and  they  have  multiplied  the  value  in  some 
cases  by  two  and  in  some  cases  by  three. 

Mr.  YATES,  of  Illinois.  Sometimes  by  two  and  a  half. 
Mr.  KEYNOLDS,  of  Washington.  And  sometimes  by  two  and  one- 
half,  as  suggested  by  Governor  Yates. 

In  order  to  bring  the  matter  clearly  to  your  attention  I  will 
recite  a  concrete  case  of  the  application  of  the  multiplier.  The 
right  of  way  of  an  interurban  road  out  of  Seattle  cost  that  com- 
pany some  |16,000.  The  question  of  the  valuation  of  that  road 
was  presented  to  the  Public  Service  Commission  of  the  State  of 
Washington.  The  report  of  the  engineer  of  the  company,  by  the 
use  of  the  multiplier,  returned  a  valuation  of  $823,000  as  the 
valuation  of  the  right  of  way  which  originally  cost  but  $16,000. 
That  is  merely  an  instance.  In  every  valuation  in  the  State  of 
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Washington  since  there  has  been  a  Public  Service  Commission  in 
that  State  the  multiplier  has  been  used,  and  the  people  of  the 
State  have  been  'required  to  pay  a  return,  not  upon  the  actual 
value  of  the  public  utility,  but  upon  a  value  multiplied  by  two 
or  three. 

I  have  stated  what  I  have  said  thus  far  for  the  purpose  of  hav- 
ing this  Association  go  on  record  on  that  question.  I  think  we 
are  entitled  to  it.  If  the  railroad  companies  of  this  country,  in 
the  valuations  that  are  required  to  be  made  by  the  public  service 
commissions,  are  entitled  to  a  multiple  of  two  or  three,  and  if 
Justice  Hughes  of  the  Supreme  Court  of  the  United  States  was 
incorrect,  why  let  us  have  the  nerve  to  say  so.  If  on  the  other 
hand  it  is  a  fraud  upon  the  public  and  upon  the  patrons  of  the 
roads,  let  us  have  the  manhood  to  say  that.  Now  I  am  going  to 
read  from  the  report  on  page  12,  and  I  am  going  to  move  to 
amend.  On  page  12  of  the  report  of  the  Executive  Committee  on 
the  Valuation  of  Common  Carriers  is  the  following: 

"Assuming  that  the  appearance  of  these  headings  indicated  that  the  land  division 
would  work  along  these  lines,  your  committee  filed  a  vigorous  protest  and  pointed 
out  that  the  form  indicated  a  reversion  to  the  idea  which  had  been  repudiated  by 
the  United  States  Supreme  Court  and  that  before  any  principle  or  method  was 
adopted  according  to  which  land  would  be  appraised,  full  opportunity  should  be 
^iven  to  the  representatives  of  the  railroad  commissions  to  be  heard,  as  we  be- 
lieved that  they  had  very  decided  views  on  the  subject  and  that  these  views  would 
condemn  the  application  of  the  'multiplier  theory.'" 

I  move  to  amend  the  last  two  lines  by  inserting  the  following : 
Beginning  with  the  word  "as"  in  the  fourth  line  from  the  bottom 
of  that  paragraph,  so  that  beginning  with  the  word  "as"  it  shall 
read  as  follows: 

"As  we  believe  that  they  have  very  decided  views  on  the  subject,  and  that  those 
views  will  condemn  the  application  of  the  multiplier  theory." 

In  other  words,  instead  of  stating  that  they  did  believe  in  the 
past,  or  that  they  had  decided  opinions  in  the  past,  that  the 
committee  now  have  such  decided  opinion,  and  that  this  Associa- 
tion has  such  decided  opinions. 

The  PRESIDENT.  Mr.  Maltbie,  do  you  accept  the  amendment? 

Mr.  MALTBIE,  of  New  York.  I  was  looking  for  the  other  mem- 
ber of  the  committee.  Four  of  us  have. 

Mr.  PELL,  of  North  Carolina,  Mr.  President,  I  am  new  to  this 
Association  and  do  not  know  much  about  your  procedure,  but  I 
have  never  heard  of  a  motion  to  amend  the  words  of  a  report 
which  it  was  moved  to  receive  and  print.  I  do  not  know  what 
that  means.  Does  it  become  the  report  of  the  committee  if  we 
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change  the  wording  of  it  after  it  has  been  submitted  here?  If 
we  amend  it,  it  ceases  to  be  the  report  of  the  committee.  What 
force  has  the  amendment?  We  might  receive  iand  print  it,  and 
lay  it  away  in  the  archives,  but  I  want  to  know  what  force  it 
would  have. 

Mr.  THORNE,  of  Iowa.  I  think  there  is  considerable  force  to 
the  suggestion  of  the  gentleman,  and  I  offer  this  idea  to  you,  that 
you  approve  the  resolution. 

Mr.  BEYNOLDS,  of  Washington.  My  only  desire  was  to  have 
this  Association  go  on  record,  and  if  the  Chair  rules  that  the 
amendment  offered  by  me  will  not  express  the  opinion  of  the  As- 
sociation, I  will  offer  it  in  the  form  of  a  resolution.  My  desire 
is  to  have  this  Association  go  on  record  on  that  question. 

Mr.  ESHLEMAN,  of  California,  I  suggest  that  it  would  be  per- 
fectly possible  to  substitute  the  opinion  of  some  one  else  for  mine, 
but  it  would  not  be  possible  to  amend  our  report  by  some  one 
else.  We  might  do  it  ourselves. 

The  PRESIDENT.  The  best  way  is  for  the  gentleman  to  intro- 
duce his  resolution. 

Mr.  REYNOLDS,  of  Washington.  Then,  I  will  offer  this  reso- 
lution : 

"Resolved  That,  in  the  valuation  of  lands  used  for  purposes  of  right  of  way  and 
terminals,  such  valuation  should  be  based  upon  the  value  of  contiguous  and  similar 
property,  and  that  in  such  valuation  no  multiple  should  be  used  to  increase  such 
value  so  ascertained." 

I  move  the  adoption  of  the  resolution. 

The  PRESIDENT.  Is  there  a  second  to  the  resolution? 

Mr.  THORNE,  of  Iowa.  Mr.  President,  there  is  one  clause  in 
this  resolution  to  which  I  desire  to  call  your  special  attention. 
You  are  committing  yourselves  to  the  proposition  that  the  car- 
rier is  entitled,  to  a  return  on  the  unearned  increment.  In  many 
cases  we  might  be  willing  to  do  that.  In  many  other  cases  we 
might  not  be  willing  to  do  so.  For  instance,  in  the  City  of 
Chicago,  without  analyzing  the  situation  generally,  the  valuation 
placed  upon  the  right  of  way  belonging  to  the  Illinois  Central 
Railroad  Company  is  a  question  confronting  those  who  have  to 
determine  the  values  of  railroad  property.  The  value  of  the  con- 
tiguous land  there  is  simply  enormous.  Perhaps  some  gentle- 
man in  the  room  can  state  what  it  is.  What  portion  of  the  value 
of  the  Ilinois  Central  in  Illinois  would  be  represented?  It  has 
been  estimated. 

Mr.  THOMPSON,  of  Illinois.  I  should  say,  half  the  value  of  the 
whole  right  of  way. 
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Mr.  THORNE,  of  Iowa,  Represented  by  how  long  a  mileage  in 
Chicago?  j  ; 

Mr.  THOMPSON,  of  Illinois.  About  18  miles. 

Mr.  REYNOLDS,  of  Washington.  May  I  ask  you  a  question? 

Mr.  THORNE,  of  Iowa.    Yes. 

Mr.  REYNOLDS,  of  Washington.  Is  it  not  a  fact  that,  in  the 
Minnesota  rate  case,  Justice  Hughes  of  the  Supreme  Court  of 
the  United  States  laid  down,  in  almost  the  identical  language 
that  you  are  reading,  that  rule  with  reference  to  the  valuation 
of  property  belonging  to  the  right  of  way  of  railroads? 

Mr.  THORNE,  of  Iowa.  If  I  remember  rightly,  Mr.  Justice  Hughes 
in  that  case  said  that,  for  the  general  purposes  of  that  case,  those 
values  would  be  accepted.     He  further  called  attention  to  other 
matters  that  would  be  accepted.     For  instance,  the  issue  was 
raised  that  some  of  the  land  was  given  to  the  railroad  company. 
Some  of  the  land  was  acquired  in  other  ways,  acquired  out  of 
surplus  earnings  or  acquired  out  of  operating  expenses.     The 
source  of  the  property  might  affect  the  question  whether  the  com- 
pany was  entitled  to  a  return  upon  it;  but,  he  said,  for  the  pur- 
poses of  this  case,  that  issue  would  not  be  determined.     When 
the  Supreme  Court  found  in  favor  of  the  State  of  Minnesota,  even 
allowing  those  values,  it  was  not  necessary  to  finally  determine 
some  of  those  issues.    I  myself  have  not  reached  a  definite  conclu- 
sion on  the  proposition  of  unearned  increment.    It  has  been  sug- 
gested by  one  of  the  Commissioners  attending  the  Convention  that 
the  value  of  the  railroad  for  railroad  purposes  is  entirely  different 
from  the  value  of  that  railroad  right  of  way  by  reason  of  the 
Talue  of  contiguous  land.    The  value  of  that  land  of  the  Illinois 
Central  in  Chicago  for  railroad  purposes  is  different  from  the 
yalue  of  that  same  land  for  business  blocks  or  for  a  park.    When 
a  railroad  gets  a  right  of  way,  ordinarily  all  it  gets  is  an  easement. 
Much  of  the  right  of  way  in  this  country  is  simply  an  easement. 
That  has  not  the  market  value  that  a  business  block  would  have. 
If  you  cease  to  use  that  easement  for  railroad  purposes  the  land 
reverts  to  the  original  owner.    You  must  use  it  for  that  particular 
purpose.    Now,  that  same  amount  of  land  in  a  city,  without  any 
restrictions  of  that  sort  upon  it,  being  capable  of  being  used  for 
many  other  purposes,  certainly  would  have  more  value  than  the 
mere  easement  would  have.     Therefore,  I  suggest  most  strongly 
that  we  ought  not  even  to  embarrass  the  situation  by  tying  up  this 
•Convention  to  that  proposition. 

Mr.  REYNOLDS,  of  Washington.  You  mean  the  multiple? 

Mr.  THORNE,  or  Iowa.    As  to  ,the  question  of  land  multiple,  I  am 
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heartily  in  sympathy  with  the  Commissioner  from  Washington. 
I  do  not  believe  there  can  be  any  substantial  argument  against 
him.  Of  course,  where  the  land  is  actually  bought,  the  cost  of 
acquiring  that  particular  land,  as  it  can  be  established,  may  inject 
new  propositions.  But,  when  you*  derive  a  multiple  by  recent 
purchases,  and  apply  that  multiple  to  land  acquired  in  the  past, 
you  are  applying  a  multiple  where  it  ought  not,  in  fact,  to  exist 
at  all.  The  company  that  has  had  land  given  to  it  certainly  had 
no  expense  with  reference  to  acquiring  it  for  railroad  purposes. 
There  is  certainly  no  multiple  that  is  permissible  under  those 
'  circumstances.  If  you  allow  a  company  to  take  the  present  value 
of  this  land  as  the  basis,  and  then  apply  a  multiple  to  that,  you 
are  allowing  an  unearned  increment  upon  multiples  of  the  past, 
and  an  unearned  increment  not  only  on  the  land  itself,  but  upon 
the  multiple  applied  to  that  land. 

While  I  am  on  my  feet,  I  want  to  discuss  briefly  some  other 
phases  of  the  report.  I  take  vital  interest  in  this  subject.  The 
Commission  to  which  I  belong  is  not  one  that  has  jurisdiction 
over  other  public  utilities,  but  I  have  been  deeply  concerned  in 
this  particular  subject,  because  I  see  ahead  that  this  is  the  great 
issue  in  American  railroad  regulation.  I  have  been  chairman  of 
both  these  committees.  I  feel  a  sort  of  paternal  interest  in  Mr. 
Maltbie's  committee,  because  I  fathered  the  proposition.  It  would 
be  impossible  for  us  to  thresh  out  many  of  the  great  issues  in- 
volved. There  are  a  few  questions  of  method  that  we  can  consider 
intelligently  and  we  should  give  them  special  consideration  at 
this  time. 

At  the  beginning  of  the  enterprise,  the  framing  of  definitions 
and  methods  of  work  are  all  important.  I  suppose  a  person  could 
define  a  cat  so  as  to  mean  an  animal  that  wo  would  currently 
consider  to  be  a  dog,  and  we  could  in  turn  define  a  dog  so  that 
we  would  think  of  a  cat.  That  is,  if  you  could  get  the  entire 
English-speaking  race  agreed  on  the  proposition,  we  could  make 
that  transformation,  but  it  would  be  a  somewhat  difficult  task  to 
accomplish. 

In  the  course  of  the  development  of  the  decisions  on  the  framing 
of  the  accounts  in  regard  to  valuation,  I  want  to  call  your  atten- 
tion to  one  phase,  "cost  of  property  or  property  investment." 
That  phrase  has  a  concrete,  tangible  meaning  in  the  minds  of 
nine-tenths  of  the  people  of  this  country,  whether  they  are  expert 
engineers  or  not.  They  do  not  have  to  be  statisticians  or  ac- 
countants to  know  what  is  meant  when  you  talk  about  investment. 
And  vet  we  find  this  definition  has  gradually  evolved  in  the 
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process  of  the  development  of  these  accounting  systems  so  that 
to-day  property  investment  or  cost  of  property  includes  not  only 
what  you  bought  and  paid  for,  but  what  is  given  to  you.  And  as 
you  cannot  have  any  figures  for  that  they  reason  it  out  at  what  you 
ought  to  have  paid  for  it  if  it  had  not  been  given  to  you  and  put 
that  into  the  item  as  "cost  of  property."  Again,  cost  of  property  or 
property  investment  includes  what  you  paid  for,  out  of  operating 
expenses.  Again,  cost  of  property  or  property  investment  includes 
what  you  paid  for  out  of  surplus  earnings.  I  think  that  "cost  of 
property"  or  "property  investment"  has  been  stretched  beyond 
the  limit.  It  is  pretty  nearly  ready  to  break.  That  has  been  done 
ably  by  the  very  men  wrho  are  interested  in  the  stretching  of  the 
term.  I  do  not  need  to  go  outside  of  the  decisions  of  the  Com- 
mission to  show  you  what  the  cost  of  property  means  in  the 
ordinary  man's  mind.  In  the  1910  decision  of  the  Interstate 
Commerce  Commission,  unanimously  rendered,  Mr.  Commissioner 
Lane,  in  that  masterly  opinion,  and  Mr.  Commissioner  Prouty,  in 
that  able  decision,  both  described  property  investment,  and  ex- 
cluded the  items  that  I  have  just  described.  Mr.  Commissioner 
Prouty  said,  if  we  could  take  the  "cost  of  construction"  and 
subtract  the  amount  entering  into  that  item  which  has  come  from 
the  operation  of  the  property  itself,  we  should  have  the  invest- 
ment in  the  property.  That  is  the  current  idea,  and  when  you 
create  a  fiction  here,  of  a  figure  that  does  not  represent  the 
popular  conception  of  property  investment,  you  are  embarrassing 
the  whole  subject.  The  railway  companies  are  parading  this 
property  investment  idea,  and  are  appealing  to  the  minds  of  the 
peor>le  that  that  should  be  the  basis.  Mr.  Eipley,  in  the  report 
of  the  Atchison,  Topeka  &  Santa  Fe  Railroad  for  the  current 
year,  spreads  out  property  investment  on  one  page,  double- 
spacing  it,  putting  it  in  as  prominent  a  place  as  possible,  and  it 
includes  those  factors. 

Mr.  ATKINSON,  of  Missouri.  I  should  like  to  ask  Mr.  Thome  a 
question,  for  information.  Take  a  case  where  the  Supreme  Court 
of  the  State  has  allowed  the  element  of  damage  for  the  severance 
of  the  risrht  of  way  in  a  rate  valuation,  do  you  think  that  should 
be  considered  by  the  Commission  or  not  I  ask  that  question 
because  that  is  a  concrete  thing  now  before  the  Public  Service 
Commission  of  Omaha. 

Mr.  THORNE,  of  Iowa.  I  think  your  Commission  will  have  to 
be  controlled  by  the  statutes  and  decisions  of  your  own  State,  un- 
questionably, but  I  was  considering  the  question  from  a  broader 
standpoint. 
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I  want  to  speak  about  surplus  earnings.  It  was  suggested  to 
the  Chairman  of  the  Committee  by  some  one  here,  a  while  ago, 
that  some  people  claimed  that  property  investment  should  be  con- 
structed so  as  to  exclude  property  purchased  out  of  surplus  earn- 
ings, and  he  stated  that  the  Committee  had  not  reached  a  con- 
clusion on  that  particular  question.  I  think  that  is  a  very  safe 
position  for  the  Committee,  as  a  whole,  to  take,  because  the  Su- 
preme Court  of  the  United  Stafes  has  not  reached  a  conclusion  on 
it  yet.  However,  we  might  as  well  be  thinking  about  it.  Mr. 
Maltbie  is  very  willing  to  exclude  property  built  out  of  operating 
expenses,  but  is  not  willing  to  make  up  his  mind  on  the  other 
proposition.  With  the  present  adjustment  of  our  accounts  I  do 
not  see  very  much  significance  in  that  distinction,  except  that,  in 
one  case,  the  railroad  company  has  lied  about  it,  I  do  not  know 
whether  a  railroad  company  lying  about  it  is  going  to  prevent 
their  receiving  a  return  on  the  value  of  their  property  or  not. 
The  value  of  the  property  or  the  investment  is  what  is  at  stake 
in  regard  to  this  subject,  not  the  morals  of  the  company. 

I  do  not  want  Mr.  Maltbie,  in  his  zeal  to  answer  my  position,  to 
reach  a  conclusion  in  his  own  mind,  because  it  is  too  big  a  question 
to  guess  about  offhand.  The  Supreme  Court  of  the  United  States, 
in  the  Cumberland  Telephone  and  Telegraph  Company  case,  in 
212  U.  S.,  had  this  question  up.  The  company  wished  to  make 
a  return  upon  property  built  out  of  funds  reserved  for  accrued 
depreciation,  and  the  Supreme  Court  said  no.  Then,  they  fol- 
lowed it  up  with  this  other  question,  as  to  the  problem  whether 
it  could  secure  a  return,  whether  it  was  entitled  to  a  return  upon 
property  built  out  of  surplus  earnings,  and  the  Court  said,  "We 
do  not  now  decide  that  issue."  In  the  Minnesota  rate  case,  they 
took  the  position  that  the  source  of  the  property  was  not  neces- 
sary in  order  to  determine  that  issue. 

The  Interstate  Commerce  Commission,  in  1910,  said  that  one 
of  the  purposes  for  allowing  a  company  a  surplus  is  to  build  non- 
revenue-producing  improvements.  Are  you  going  to  allow  the 
carriers  a  surplus  for  the  purpose  of  building  nonrevenue-produc- 
ing  improvements,  and  then  turn  around  and  pay  an  adequate 
revenue  upon  the  value  of  that  property  so  built?  It  violates  the 
very  purpose  of  creating  the  surplus.  The  Pennsylvania  Rail- 
road Company  demands  a  return  upon  its  property.  It  also  de- 
mands a  surplus  for  building  the  Pennsylvania  Railroad  station 
in  New  York  at  a  cost  of  f  100,000,000.  They  admit  that  in  so 
spending  the  money,  in  constructing  that  great  terminal  in  Xow 
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York  City,  they  do  not  expect  an  adequate  return  earned  on  that 
property.  Are  you  going  to  turn  right  around  and  make  the  peo- 
ple pay  advanced  freight  rates  in  order  to  pay  a  return  upon  the 
Pennsylvania  station  in  New  York  City,  built  out  of  surplus 
earnings?  I  am  told  by  Mr.  Frank  Lyon,  former  Attorney  for 
the  Interstate  Commerce  Commission,  that,  if  you  take  the  average 
cost  of  double  track  railroad  between  New  York  and  Chicago,  ac- 
cording to  the  Pennsylvania's  reports  to  the  Interstate  Commerce 
Commission,  the  cost  of  the  terminal  in  New  York  City  would 
equal  the  cost  of  building  that  double-track  railroad  between  New 
York  and  Chicago.  I  have  not  verified  the  figures  but,  think,  how 
colossal  that  becomes,  and  what  we  are  asked  to  do.  The  Penn- 
sylvania Railroad  Company  has  put  $170,000,000  worth  of  prop- 
erty, since  1910,  into  property  investment  out  of  surplus  earn- 
ings. The  only  new  capital  that  they  have  put  into  property, 
since  1910,  is  $30,000,000.  Those  figures  will  show  to  your  minds 
the  relative  importance  and  significance  of  that  item. 

As  to  this  motion  of  Mr.  Reynolds,  Mr.  Eshleman  has  an 
amendment. 

Mr.  REYNOLDS,  of  Washington.  I  will  withdraw  the  first  part 
of  that.  I  am  thoroughly  convinced  with  reference  to  the  first 
part  of  that,  from  what  you  have  stated.  I  see,  however,  that  I 
have  YOU  learned  experts  in  deep  water,  on  that. 

Mr.  THORNE,  of  Iowa.  I  do  not  know  where  there  are  any 
learned  experts. 

Mr.  DOTY,  of  Ohio.  Oh,  yes,  you  are  several  hundred  miles 
away  from  home.  (Laughter.) 

Mr.  THORNE,  of  Iowa.  Mr.  Maltbie  and  I  have  been  consider- 
ing the  danger  Mr.  Reynolds  suggested  in  his  resolution,  and  we 
wore  willing  to  stand  for  the  following: 

"Resolved,  that  it  is  the  sense  of  this  Convention  that  no  multiple  be  used  in 
considering  valuation  of  lands  owned  by  railroads." 

Mr.  REYNOLDS,  of  Washington.     I  will  accept  that. 

The  PRESIDENT.    Is  there  any  discussion  of  that? 

Mr.  DOTY,  of  Ohio.    Yes,  Mr.  President,  quite  a  bit. 

Mr.  ESIILEMAN,  of  California,  Mr.  President,  I  assume  that  I 
have  the  right  to  close  the  debate  on  this  proposition,  but  I  have 
to  go  to  Baltimore  this  afternoon,  and  if  I  may  say  a  few  things 
which  will  not  take  more  than  about  ten  minutes,  then  I  will  be 
out  of  the  way. 

I  have1  boon  impressed  all  the  time  with  the  same  idea  that  is 
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now  being  advanced  by  Mr.  Thorne.  Mr.  Thorne  has  never  been 
an  absolute,  out  and  out,  ardent  advocate  of  the  reproduction 
theory,  although  there  was  a  time  when  he  was  much  more  friend- 
ly to  it  than  he  is  now.  He  has  been  educated  in  the  last  three 
years,  so  that  he  sees  the  difficulty  of  that  theory  of  valuation.  I 
suppose  it  is  my  extreme  simplicity  that  makes  the  whole  thing 
seem  so  simple  to  me.  That  is,  that  you  shall  not  use  the  cost 
to  reproduce  a  public  utility  as  the  proper  basis  upon  which  to 
yield  a  return.  For  three  years  in  succession,  I  have  said  the 
thing  I  am  going  to  say  here  now,  but  I  am  going  to  encroach 
upon  your  time  to  say  again  that  the  very  essence  of  regulation 
is  to  detroy  value.  Now,  that  is  a  startling  statement,  and  I 
know  my  railroad  friends  will  feel  startled  at  it,  but  it  is  none 
the  less  true  and  (as  I  tried  to  say  yesterday,  when  an  idea  is 
very  plain  to  me  I  have  much  difficulty  in  making  it  plain  to  any 
one  else)  whenever  you  regulate  an  industry,  that  is,  regulate  the 
income  that  shall  be  derived  from  the  industry,  you  are  doing 
nothing  more  than  destroying  all  the  usual  rules  of  value.  We 
do  not  seem  to  be  able  to  make  our  railroad  and  utility  friends 
see  that,  or,  if  they  do  see  it,  they  carefully  conceal  the  fact.  If 
we  cut  off  1100,000,000  of  unearned  increment,  |100,000,000  of 
alleged  value,  what  is  the  difference  between  that  procedure  and 
cutting  off  the  interest  on  f  100,000,000?  In  other  words,  when  you 
concede  the  right  of  the  State  to  regulate  anything,  you  immediate- 
ly destroy  the  possibility  of  applying  the  same  rules  of  value  which 
are  applied  to  other  property.  In  this  dreary  science  there  are 
only  two  theories  of  value,  one  based  upon  the  market  value, 
based  upon  what  it  would  sell  for  in  the  market,  called  the  power 
of  exchange.  Is  that  right,  Mr.  Bemis? 

Mr.  BEMIS.    Yes. 

Mr.  ESHLEMAN,  of  California.  That  is  the  theory  that  prevails 
when  the  industry  is  unregulated.  All  they  can  get  from  that, 
when  capitalized,  fixes  the  value  which  it  is  reasonable  to  sup- 
pose will  be  permanent,  but  you  have  to  eliminate  that  as  to  the 
entire  property,  as  I  said  yesterday,  as  soon  as  you  touch  a  public 
utility.  Our  whole  trouble  has  been  that  we  try  to  put  a 
monopoly  value  upon  a  regulated  industry,  when  regulation  has 
for  its  sole  function  the  destruction  of  a  monopoly  value.  A 
monopoly  value  would  be  all  that  the  traffic  would  bear,  and  I  do 
not  wonder  that  our  public  utility  friends  urge  this,  because  they 
have  been  urging  all  the  traffic  will  bear.  To  be  sure  they  have 
said  that  they  only  said,  "What  the  traffic  will  bear."  Mr.  Stnbbs 
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makes  that  statement.  He  was  the  father  of  this,  I  believe,  and 
he  became  very  much  offended  when  he  said,  "all  the  traffic  will 
bear."  What  he  said  was,  "what  the  traffic  will  bear."  Now  our 
utility  friends  have  always  been  urging  what  the  traffic  would 
bear  as  the  earning  that  should  be  allowed.  I  do  not  contend 
that  there  is  not  some  significance  to  that  theory,  and  in  some 
cases  that  must  be  applied ;  but  it  is  to  defeat  that  program  that 
regulation  becomes  necessary.  These  agencies  are  essentially 
monopolies,  and  they  must  not  be  allowed  to  take  all  they  can  get,, 
and  therefore  it  follows  as  a  logical  conclusion  that  they  must 
not  be  allowed  to  apply  the  same  rules  of  value  that  would  be- 
applied  to  other  property.  But  they  insist  upon  assuming  that 
their  railroad  is  \)ut  of  existence,  that  you  are  going  to  build 
another  right  alongside  of  it,  but  that  you  are  going  to  imagine 
conditions  to  exist  when  you  build  it  that  never  would  have  ex- 
isted if  the  other  had  not  been  built,  and  then  you  are  going 
to  assume  that  all  the  land  alongside  of  the  railroad  which  is 
not  yet  built  is  just  as  valuable  as  it  is  now  when  the  railroad  is 
here.  Mr.  Justice  Hughes  dealt  with  that  theory  in  the  Minne- 
sota rate  case,  and  it  is  absolutely  untenable.  And  I  want  to  say 
as  my  parting  word  on  this  particular  subject  that  we  have  got 
ultimately  to  abandon  absolutely  the  cost  of  reproduction  for 
valuation  if  valuation  is  going  to  amount  to  anything,  because 
originally  the  cost  of  reproduction  brings  us  in  opposition  to  a 
principle  which  we  must  not  lose  sight  of,  that  the  characteristic 
function  of  regulation  is  to  destroy  value  as  meaning  power  in 
exchange. 

The  only  other  theory  of  value  is  the  one  the  socialists  have 
reached,  that  which  it  costs  to  produce  a  thing.  We  lost  sight 
of  the  fact  that  there  are  two  kind's  of  property.  Mr.  Doty  has 
not  lost  sight  of  it,  because  he  is  a  single  taxer.  There  are  two 
kinds  of  property  owned  by  a  railroad.  They  are  the  elements 
of  property  that  are  put  there  by  the  railroad  company,  the  rail- 
road itself,  the  fills,  the  bridges  and  those  things,  and  then  there 
is  the  land.  In  every  valuation  that  is  made  on  the  reproduc- 
tion theory  we  start  in  by  reaching  the  cost  to  reproduce  these 
elements  other  than  the  land  in  the  way  in  which  they  were 
originally  produced.  I  can  best  illustrate  what  I  mean  by  a  con- 
crete case.  I  valued  the  Bakersfield  Gas  Company  plant.  We 
had  reduced  the  freight  about  a  year  before,  cutting  it  almost 
in  half.  The  company  insisted  that  inasmuch  as  they  had  ship- 
ped the  stuff  in  there  before  we  had  reduced  the  freight  rate,  they 
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should  have  the  value  as  they  called  it,  which  represented  the  cost 
of  shipping  it  in  that  had  actually  been  incurred  by  them,  but 
then  as  to  their  land  they  absolutely  rejected  that.  They  said, 
"It  is  ours.  It  is  on  the  same  basis  as  any  other  land."  In  effect 
they  said,  "We  will  be  historical  when  it  is  good  for  us  to  be  his- 
torical but  we  will  deal  in  the  present  when  it  gives  us  more  to 
deal  in  the  present."  That  is  a  difficulty  we  have  always  found 
in  the  valuation  of  land.  I  will  say  that  the  historical  method 
is  the  only  one,  if  we  come  back  to  the  theory  that  I  announced 
before,  and  the  one  I  think  we  will  all  have  to  come  to,  namely 
that  the  investment,  the  amount  which  they  have  actually  sacri- 
ficed, what  they  have  done  for  the  public  is  the  thing  upon  which 
they  should  earn,  and  that  takes  away  from  them  every  bit  of  un- 
earned increment.  It  gives  them  the  hidden  cost.  What  are 
these  railroad  presidents  digging  up  all  these  hidden  costs  for? 
A  new  railroad  here  would  not  have  these  same  hidden  costs.  It 
might  have  others,  but  one  of  the  most  important  things,  as  I 
tried  to  point  out  yesterday,  is  that  they  are  trying  to  find  out 
every  hidden  cost  that  can  be  found.  In  other  words  they  go  to 
history  when  it  helps  them,  but  they  forget  history  when  it  is  to 
their  interest  to  do  so.  Their  whole  theory  is  an  inconsistency 
and  a  contradiction,  and  if  they  are  going  to  history  for  hidden 
quantities  and  hidden  costs  we  must  insist  that  we  go  to  history 
for  the  cost  of  other  things  when  it  is  to  the  interest  of  the  peo- 
ple of  the  United  States  to  go  to  history  in  finding  those  things. 
I  say  that  the  only  solution  is  the  just  solution,  and  the  just  so- 
lution is  to  give  to  every  man  in  accordance  with  what  that  man 
has  done.  And  when  we  have  given  them  gifts,  it  does  not  lie  in 
their  mouths  to  come  before  us  and  come  before  the  courts  and 
suggest  that  we  should  be  taxed  for  the  very  generosity  which  we 
have  shown,  and  that  at  the  same  time  they  shall  urge  in  their 
own  behalf,  in  every  exigency  when  it  will  give  them  more,  the 
absolute  legal  valuation  or  legal  cost.  In  other  words,  we  must 
insist  that  these  people  be  consistent,  In  order  to  be  consistent 
they  must  understand  first  that  there  cannot  be  the  same  rule 
of  value  on  their  property  that  is  put  on  any  other  kind  of  prop- 
erty. That  is  the  first  thing  to  understand.  If  that  is  admitted 
— and  the  courts  are  absolutely  unanimous  in  reaching  that  con- 
clusion, in  agreeing  that  we  can  regulate — then  they  come  down 
to  the  situation  where  only  equitable  considerations  can  be  in- 
dulged. Only  those  equitable  considerations  that  can  be  found 
out  are  in  my  opinion  the  ones  which  should  ultimately  be  con- 
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sidered  in  a  valuation  case.  That  means  that  where  there  are 
hidden  costs  they  shall  be  allowed,  but  where  there  have  been 
gifts  in  aid  of  the  railroad,  those  gifts  should  not  be  made  to 
operate  against  the  givers.  How  easy  it  would  have  been  in  the 
case  of  the  Pacific  railroads,  and  how  gladly  would  they  have 
accepted  the  condition  had  it  been  imposed  upon  the  lands  that 
were  given  in  aid  of  those  railreads,  that  while  they  were  used 
for  railroad  purposes  they  should  never  be  capitalized.  They 
were  given  to  aid  the  railroads  because  the  railroads  did  not  have 
the  money  themselves,  but  we  should  only  be  taxed  upon  what 
they  put  in.  We  built  the  Pacific  railroads.  We  gave  them  the 
land  grants.  We  gave  them  oil  lands  that  are  worth  more  than 
the  entire  Pacific  railroads,  but  still  now  they  insist  that  we  must 
pay  them  a  tax  on  all  our  gifts;  while  if  we  had  understood  just 
what  this  program  meant,  we  could  have  imposed  the  condition 
in  every  grant  which  would  have  been  accepted  by  all  these  util- 
ities, that  they  should  never  be  permitted  to  capitalize  any  of 
these  gifts  that  were  made.  Take  the  power  permits  which  are 
given  today.  The  Secretary  of  the  Interior  puts  into  all  those 
power  permits  the  condition  that  anything  given  to  the  power 
companies  shall  not  be  capitalized.  In  every  concession  that  is 
given  by  the  Secretary  of  the  Interior,  for  power  sites  on  the  pub- 
lic lands,  that  condition  is  imposed,  that  they  shall  never  be  cap- 
italized for  any  purpose.  They  accept  that  condition  and  are 
glad  to  get  it.  That  illustrates  the  entire  situation  as  I  see  it. 

But  in  conclusion  it  seems  to  me  that  we  must  come  back  to 
the  theory  that  we  must  be  consistent  on  both  sides,  and  if  we  are 
to  consider  only  equitable  matters,  let  us  consider  equitable  mat- 
ters when  they  cut  both  ways.  If  we  are  to  consider  strictly  legal 
matters,  and  if  they  force  the  American  people  into  a  fight  on 
this  thing,  then  we  will  consider  only  legal  matters.  It  is  pos- 
sible in  every  city  in  the  United  States,  it  is  possible  in  every 
State,  it  is  possible  for  the  United  States  government  absolutely 
to  force  these  people  to  their  knees  and  to  say  to  them,  "We  are 
willing  to  do  equity  by  you,  and  you  must  be  willing  to  do  equity 
by  us."  The  United  States  of  America  can  today  force  every 
transcontinental  railroad,  and  can  force  every  other  railroad  in 
the  United  States  to  its  knees.  This  is  no  idle  dream.  I  know  of 
cases  where  water  companies  in  cities  were  thoughtless  of  the 
people,  and  the  people  got  their  backs  up,  and  they  did  what 
amounted  to  legal  confiscation,  and  what  can  be  done  by  every 
municipality  and  by  every  State  and  by  the  nation.  They  said. 
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"Well  and  good,  this  is  a  public  function.  You  fellows  will  not 
do  your  duty  toward  us.  We  will  assume  to  do  this  for  our- 
selves." A  loud  cry  went  up,  "You  are  going  to  confiscate  our 
property,"  and  in  two  California  cities  they  forced  the  water 
companies  absolutely  to  junk  their  systems.  I  do  not  advocate 
anarchy.  I  do  not  advocate  unfairness,  and  I  say  that  every 
public  utility  man  should  be 'given  to  understand  that  he  will 
receive  from  the  American  people  a  fair  deal,  that  he  will  receive 
equity,  that  he  will  receive  a  return,  either  by  purchase  or  in 
rates  upon  that  which  he  has  sacrificed ;  but  if  he  insists  on  tax- 
ing the  American  people  for  their  very  generosity,  if  he  insists 
as  Mr.  Thorne  has  suggested  that  they  may  build  up  huge  sur- 
pluses for  the  purpose  of  producing  non-revenue  property,  and 
then  make  that  a  revenue  property,  the  American  people  are  go- 
ing to  give  just  one  answer,  if  we  are  awake,  and  that  is  strictly 
legal  consideration®  on  our  part  that  will  make  these  men  come 
to  a  place  where  they  will  accept  equitable  considerations  when 
they  cut  both  ways.  That  is  the  reason  I  said  yesterday  that  I 
considered  the  all  important  thing,  the  only  logical  thing,  in  val- 
uation is  the  cost,  because  it  is  the  equity  of  the  thing,  it  is  the 
right  of  the  thing,  what  they  have  sacrificed,  that  should  be  the 
measure  of  what  they  earn,  and  that  can  only  be  determined  by 
the  investment.  And  if  you  men  want  to  find  out  what  the  in- 
vestment has  been,  then  you  should  attempt  to  the  best  of  your 
ability  to  reconstruct  what  it  ought  to  have  been,  and  when  you 
find  the  cost,  that  is  the  amount  upon  which  finally  there  should 
be  a  return,  or  upon  which  finally  there  should  be  payment,  And 
now  let  me  say  that  the  whole  confusion  has  arisen  from  a  misun- 
derstanding of  the  word  "value." 

Mr.  ATKINSON,  of  Missouri.  I  should  like  to  have  the  benefit 
of  the  answer  to  a  question  by  Mr.  Eshleman,  if  he  will  yield 
for  that. 

Mr.  ESHLEMAN,  of  California.    I  will  do  my  best. 

Mr.  ATKINSON,  of  Missouri.  The  Supreme  Court  of  the  United 
States,  since  the  case  of  Smythe  v.  Ames,  has  led  the  public  to 
believe  that  what  a  railroad  company  at  least  was  entitled  to  earn 
upon  was  the  fair  present  value  of  the  property  at  the  time  the 
valuation  was  made ;  that  if  its  rolling  stock  and  buildings  had  in- 
creased in  value,  the  public  should  pay  the  railroad  company  a 
return  upon  that.  On  the  other  hand,  if  these  various  invest- 
ments had  decreased  in  value,  the  public  are  entitled  to  the  bene- 
fit of  that.  I  think  that  was  brought  out  quite  plainly  in  the 
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Consolidated  Gas  case.  What  do  you  say  now  with  reference  to 
these  decisions,  harmonizing  the  views  you  have  expressed  with 
regard  to  fixing  the  fair  present  value?  I  ask  the  question  in  all 
seriousness,  because  the  Missouri  Commission  has  a  number  of 
valuations  now  pending,  and  it  is  a  very  serious  question  with  us. 

Mr.  ESHLEMAN,  of  California.  I  make  two  or  three  answers  to 
that  question.  First,  there  was  one  important  word  that  was 
used  in  the  case  of  Smythe  against  Ames,  and  that  was  the  word 
"fair."  Whenever  you  use  the  word  "fair"  you  import  an  equit- 
able consideration,  and  the  court  said  "a  fair  valuation."  I  said 
last  year,  and  I  believe  the  only  one  present  who  agreed  with  me 
was  Judge  Prouty,  and  he  may  not  agree  with  me  now,  that  val- 
uation was  the  result  obtained  by  a  tribunal  empowered  to  act, 
in  full  possession  of  the  facts,  without  abuse  of  discretion.  (Ap- 
plause.) And  I  say  in  all  seriousness  that  the  case  of  Smythe 
v.  Ames  means  that  you  must  look  at  this  thing  from  the  stand- 
point of  equity,  and  not  let  them  decide  every  one  of  these  ele- 
ments for  you  by  the  rule  of  thumb.  It  is  not  mathematical.  It  is 
equitable.  It  has  got  to  be.  You  have  got  to  consider  mathe- 
matical elements,  and  they  said  you  should  consider  the  stock 
and  bonds.  Why?  I  think  you  should  consider  them  ordinarily 
about  a  minute.  (Laughter.)  But  they  should  be  considered, 
because  they  tend  to  disclose  facts.  They  said  you  must  con- 
sider the  original  cost,  because  that  tends  to  disclose  facts.  There 
are  various  other  things  that  must  be  considered,  merely  because 
they  tend  to  disclose  facts.  And  then  when  you  get  all  those  things 
together,  the  person  who  is  going  to  decide  ought  to  do  his  level 
best  to  recognize  all  equitable  considerations,  and  not  be  forced! 
to  recognize  any  purely  legal  considerations  if  he  can  get  away 
from  it.  As  I  tried  to  show  yesterday,  if  you  have  got  to  be  driven 
to  purely  legal  considerations,  you  still  have  ground  for  insist- 
ing that  this  property  that  is  taken  by  them  does  not  increase 
in  value  in  the  same  ratio  as  property  which  is  not  subject  to  this 
servitude  as  I  called  it.  That  is  the  best  word  I  can  think  of,  and 
Judge  Prouty  agreed  that  that  was  a  good  word — the  servitude 
that  is  upon  this  property  to  be  used  for  certain  purposes.  In 
other  words,  I  do  not  see  why  any  one  should  believe  that  the  land 
which  the  railroad  holds  has  any  relation  to  the  land  adjoining 
it.  in  value.  I  do  not  see  why  we  should  be  driven  to  that. 

Mr.  ATKINSON,  of  Missouri.  Suppose  a  carrier  pays  $100,000 
for  a  tract  of  land,  and  the  market  value  of  it  today  is  $50,000. 
What  will  be  the  proper  allowance  in  the  valuation? 

Mr.  ESHLEMAN,,  of  California.     If  I  were  making  the  valua- 
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tion,  and  they  would  resort  to  equitable  considerations  in  every- 
thing, I  would  give  them  what  it  cost  them.  But  they  would  not 
stand  for  that,  and  you  gcntlenxMi  who  have  had  experience  in 
these  matters  will  all  agree  with  me  that  they  would  not  stand 
for  that  unless  it  seemed  to  them  that  that  rule  gave  them  more 
than  the  other  rule.  (Laughter.)  That  is  exactly  the  position 
they  take.  I  do  not  overstate  the  facts.  The  utility  corporation 
would  let  you  do  that  provided  by  so  doing  they  got  more  than 
they  would  otherwise. 

Mr.  FUNK,  of  Illinois.  What  would  you  do  in  a  street  car 
company  valuation,  where  originally  they  started  out  as  a  cable 
car  line  or  a  horse  car  line,  and  the  company  in  developing  the 
street  car  system  had  spent  large  sums  of  money  for  that  kind  of 
an  equipment,  which  had  all  disappeared? 

Mr.  ESHLEMAN,  of  California.  That  is  strictly  in  Mr.  Malt- 
bie's  province.  I  should  try  to  lay  down  a  general  rule  that  I 
am  perfectly  willing  to  follow. 

Mr.  ATKINSON,,  of  Missouri.  Would  you  penalize  the  public 
for  all  those  past  mistakes  and  blunders,  and  for  the  old  horse 
cars  and  cable  cars,  and  make  them  pay  a  return  upon  that  ex- 
penditure in  the  past? 

Mr.  ESHLEMAN,  of  California.  Perhaps  they  were  not  blunders. 
But  I  am  perfectly  willing  to  meet  that  issue,  that  a  part  of  the 
cost — and  I  am  always  talking  about  cost — a  part  of  the  cost  is 
legitimate  early  losses.  I  have  always  conceded  that  we  must  be 
consistent.  Let  the  other  fellow  be  inconsistent.  We  must  be 
consistent,  and'  if  there  have  been  losses  that  the  public  would 
reasonably  have  been  required  to  sustain  had  the  public  gone  into 
the  business  itself,  why  those  losses  should  be  considered  as  a 
part  of  the  cost  of  the  property.  I  would  deal  with  any  particular 
case  when  it  came  up;  but  as  a  general  proposition  the  legitimate 
losses  should  be  taken  care  of  in  some  way. 

Mr.  ATKINSON,  of  Missouri.  Then  you  would  have  to  do  away 
with  the  rule  that  the  property  which  was  used  and  useful  at 
the  time  should  be  the  property  on  which  they  should  earn  the 
return? 

Mr.  ESHLEMAN,  of  California.  I  am  afraid  your  theory  would 
eliminate  almost  everything  that  has  been  said  up  to  this  time 
by  the  Supreme  Court.  (Laughter.)  There  have  been  intima- 
tions all  along  that  will  bear  the  construction  T  have  su*™estpd. 
The  court  of  course  uses  the  word  value  very  loosely.  They  use- 
it  in  two  or  three  different  Avays  in  the  same  case,  as  we  do  some- 
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times.  We  must  have  exact  definitions.  A  lack  of  exact  defini- 
tions complicates  these  thing's.  But  I  have  no  other  rule  except 
the  one  I  have  suggested.  If  I  could  find  out  what  they  had 
sacriliced,  I  would  give  them  a  return  on  that. 

Mr.  FUNK,  of  Illinois.  Take  the  case  of  a  road  that  has  been 
in  existence  for  fifty  years.  That  road  may  have  had  three  or 
four  bridges  in  one  place,  over  one  stream.  If  I  understand  you 
correctly,  your  theory  of  valuation  is  upon  the  original  cost. 
Would  you  take  into  consideration  the  three  or  four  bridges  that 
have  been  constructed  there,  or  only  the  last  one? 

Mr.  ESHLEMAN,  of  California.  I  think  we  would  have  to  handle 
that  in  this  way :  If  the  affairs  of  that  company  have  been  prop- 
erly managed,  they  have  been  paid  for  the  bridges  that  were  there 
before.  They  would  be  covered  either  in  operating  expenses  or 
in  depreciation  account  ordinarily.  We  have  paid  for  the  other 
bridges,  and  I  would  limit  the  earnings  to  the  present  bridges. 
That  is  what  I  should  consider  investment. 

Mr.  FUNK,  of  Illinois.  Would  not  the  other  bridges  have  been 
charged  to  capital  account? 

Mr.  ESHLEMAN,  of  California,  They  should  not  be.  When  you 
have  a  betterment  or  a  substitution,  that  eliminates  the  thing 
that  has  been  worn  out.  The  whole  theory  of  regulation  is,  I 
think,  based  on  three  things.  First,  they  get  the  cost  of  doing 
the  business  while  they  are  doing  it.  Second,  they  get  a  return 
on  the  property  that  is  devoted  to  the  business,  and,  third,  they 
allow  a  sufficient  amount  each  year  to  retire  the  capital  that  is 
worn  out.  If  that  has  been  done,  the  thing  is  very  simple,  and 
ordinarily  I  do  not  think  we  need  bother  about  it,  because  my 
experience  with  reference  to  the  railroads  has  l>een  that  they  have 
built  most  of  those  bridges  out  of  earnings,  and  that  they  have 
extended  most  of  their  property  out  of  earnings.  In  California 
the  Southern  Pacific  Company  in  the  last  three  years  built  $12,- 
000,000  worth  of  electric  lines  in  Alameda  County.  They  poured 
a  tremendous  amount  of  money  into  subsidiary  companies  in 
southern  California  to  build  suburban  lines.  They  doubled-track- 
ed  their  road  across  the  Sierra  Nevada  Mountains.  They  have 
poured  money  into  Mexico,  and  very  little  of  that  monev  has 
come  from  bonds.  Most  of  it  has  come  from  earnings.  If  you 
take  the  history  of  railroads  and  know  what  has  been  oiven  to 
them  and  what  they  have  received  in  the  way  of  excessive  rates 
and  what  they  have  set  a«side  in  the  way  of  surpluses,  which  Mr. 
Thome  so  ably  discussed — and  I  want  to  say  to  him  that  I  agree 
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with  him  on  that  theory  absolutely — you  will  not  lose  much  sleep 
over  the  bridges  that  are  worn  out,  because  they  have  usually 
been  paid  for  them  twice  over. 

Mr.  HILLYER,  of  Georgia,  Mr.  President,  in  the  hope  of  aid- 
ing in  the  discussion  and  the  correct  conclusion  of  it,  I  would  like 
the  Convention  to  indulge  me  in  presenting  a  new  feature  not  yet 
discussed  in  the  matter  and,  yet,  one  which  I  regard  as  quite  im- 
portant. 

In  the  discussion  that  has  so  far  progressed,  it  appears  to  be 
assumed  that,  as  a  basis  for  rate  making,'  the  question  as  to  what 
it  cost  the  public  utility  or  company  in  question  to  construct  the 
property  undergoing  investigation,  for  the  purpose  of  valuation, 
is  to  be  the  basis  for  rate  making,  without  regard  to  the  inquiry 
as  to  whether  there  was  any  public  convenience  or  necessity  or 
wisdom  in  the  original  investment  itself. 

Now,  I  think  it  is  true  that  there  are  a  great  many  railroads, 
and  still  more  frequently  branches  of  railroads  and  additions 
to  them,  that  are  unwisely  built.  Many  of  them  ought  not  to 
have  been  built  at  all,  and  a  great  many  of  them  have  been  built 
in  too  elaborate  and  expensive  a  manner;  and,  it  may  sometimes 
happen,  and  doubtless  has  happened,  that  an  entire  railroad  from 
end  to  end  has  been  constructed,  connecting  two  important  points, 
when  alr/eady  there  existed  one  or  two  or  more  railroads,  entirely 
sufficient  to  answer  the  public  demand.  Xow,  I  put  it  to  this 
Convention,  is  it  a  correct  principle  that,  when  an  investment  has 
been  made  for  the  mere  purpose  of  creating  a  condition  of  things 
under  which  the  investors  can  impose  charges  and  burdens  upon 
the  public — when  the  public  was  already  sufficiently  served  by 
what  it  had  in  existence  when  the  new  enterprise  began — is  it 
a  correct  principle  to  say  that  the  rates  on  the  new  enterprise 
and  the  old  (because  the  question  of  uniformity  must  be  ob- 
served) shall  be  raised  so  as  to  produce  an  income  on  such  un- 
necessary new  improvements?  I  have  a  short  resolution  upon 
which  I  will  ask  the  action  of  the  Convention,  and  perhaps,  you 
will  better  understand  it  by  allowing  me  to  precede  the  reading 
of  it  by  this  explanation.  Perhaps,  what  I  am  suggesting  may 
be  better  understood  by  a  simpler  illustration.  Some  public 
utilities,  of  a  less  consequential  character  and  less  extent  than 
large  railroads,  are  built  for  the  mere  purpose  of  getting  in  the 
way  of  some  already  existing  public  utility,  and  to  compel  the 
parties  engaged  in  that  larger  enterprise  to  buy  up  the  smaller 
ones.  Instances  are  not  uncommon  where  a  town  alreadv  has  a 


PROCEEDINGS   OF   THE   CONVENTION.  259 

telephone  system,  and  a  new  enterprise  is  started,  perhaps  with, 
no  ultimate  intention  of  operating  both  of  them  permanently  to- 
gether, but  so  that  the  new  one  will  compel  the  old  one  to  buy  it 
out,  or  else  will  bring  the  previously  existing  telephone  com- 
pany in  such  a  condition  as  to  drive  it  out  of  the  market  and 
take  away  its  business.  The  same  thing  happens  with  still  more 
frequency,  perhaps,  in  the  case  of  'Street  railway  companies, 
where,  in  reality,  the  town  already  has  all  the  street  railway 
companies  that  it  needs,  and  the  scheme  is  not  to  serve  the  public, 
but  to  levy  some  kind  of  unreasonable  contribution  on  the  previ- 
ously existing  enterprise.  Now,  as  sure  as  you  live,  right  along 
there  is  a  branch  of  inquiry  which  challenges  your  thought  and 
investigation,  and  surely  something  can  be  done  that  will  at 
least  mitigate  the  harm  that  occurs  in  such  matters.  In  my  own 
city,  many  years  ago  we  had  a  gas  company  that  was  prosperous 
and  serving  the  public,  and  all  that  was  needed.  There  came 
along  a  set  of  new  developers  \vho  started  a  new  gas  company. 
Wise  men,  a  few  of  whom  are  still  living  in  our  city,  interested 
in  the  old  company,  warned  the  people  then  that  the  result 
would  probably  be  eventually  a  consolidation  between  the  two 
and  a  readjustment  of  capitalization  under  which,  Avithout  get- 
ting any  more  than  necessary  service  in  each  business  place,  of- 
fice and  home  where  gas  was  needed,  the  rate  would  have  to  be 
adjusted  with  a  view  to  paying  the  interest  on  a  double  cost  to 
greater  or  less  extent.  It  worked  out  precisely  in  that  way.  It 
was  not  five  years  before  those  two  companies  consolidated,  and 
in  many  of  the  streets  today  there  are  double  gas  mains  that 
were  laid  along  side  by  side,  and  which  now  are  owned  by  the 
same  gas  company,  and  the  city  would  have  been  just  as  well 
served  if  there  had  never  been  but  one  main  laid.  So  we  may 
illustrate  this. 

In  the  case  of  the  great  Pennsylvania  terminal  in  New  York 
City,  if  it  had  been  built  from  original  capital  (it  being  the 
pride  of  the  city  and  of  the  nation)  nobody  would  say  but  that 
the  company  should  be  allowed  to  earn  interest  upon  it.  Of 
course,  what  has  been  constructed  out  of  accumulated  surplus, 
out  of  earnings,  is  a  different  matter. 

But,  suppose  that  enterprise  had  not  been  one  of  public  con- 
venience and  necessity,  and  that,  as  has  happened  in  many 
places  in  the  experience  of  all  of  us,  in  localities  all  over  the  coun- 
try, not  a  great  central  point  like  New  York,  a  depot  has  been 
built  as  a  sort  of  real  estate  promotion  enterprise,  where  there 
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was  110  necessity  for  it,  in  reality,  or  perhaps  it  lias  been  moved 
from  the  place  where  it  was  located  and  wherc.it  served  the  pur- 
pose properly,  and  a  new  station  constructed,  at  a  cost  of  sev- 
eral hundred  thousand  dollars  or  millions  of  dollars,  as  the  case 
may  be,  constructed  when  there  is  no  public  necessity  for  it.  .lust 
because  they  spent  the  money  and  paid  for  it,  should  it  be  the 
rule  that,  therefore,  the  public  shall  be  charged  rates  that  will 
l!rmi>;  an  income  upon  that  investment?  1  say  manifestly  not. 

But,  without  detaining  you  further,  Mr.  President  and  gen- 
tlemen, I  offer  this  resolution. 

"Resolved  That,  in  the  final  result  of  every  valuation,  a  due  regard  should  be 
had  to  the  absence  of  public  convenience  and  necessity,  and  if  such  there  be  for 
the  utility  in  question  in  whole  or  in  part,  a  fair  and  just  deduction  shall  be  made 
on  account  of  such  want  or  absence  of  public  utility  and  necessity,  according  to 
the  circumstances  and  conditions  existing  in  each  particular  case." 

For  one,  I  say  that  if  promoters  see  proper  to  build  even  a 
new  railroad  out  and  out,  if  it  is  100  miles  Ion**1  or  200  miles  Ion**1, 
and  there  is  no  necessity  for  it,  there  ought  not  to  be  a  valuation 
put  upon  it  that  will  have  the  effect  of  raising  the  rates,  not  only 
upon  that  particular  line,  but  upon  all  others  similarly  situated 
and  serving  the  same  constituency.  At  the  proper  time  I  will 
move  the  adoption  of  this  resolution. 

Mr.  HALL,  of  Nebraska.  Mr.  President,  I  am  glad  indeed  to 
see  my  friend,  Mr.  Thome,  take  the  stand  that  he  has  taken  this 
afternoon.  Those  of  you  who  were  present  last  night  perhaps  re- 
member that  my  friend  and  I  did  not  seem  to  quite  agree  on 
some  of  the  things  that  we  expressed  on  this  floor  in  regard  to 
the  question  that  we  are  now  talking  about.  In  my  humble 
opinion,  nothing  can  be  more  misleading  than  a  reproductive 
value  for  public  utility  properties  for  rate-making  purposes  or 
for  capitalization,  and  I  mention  capitalization  now  because  I 
believe  that  the  question  of  capitalization  is  so  closely  connected 
with  that  of  valuation  that  it  is  impossible  to  separate  the  two, 
when,  in  the  last  analysis,  you  will  find  that  capitalization  is 
laying  a  foundation  for  rate  making.  I  happen  to  be  a  member 
of  the  Committee  on  Capitalization,  and  I  am  sorry  that  that 
Committtee  has  not  been  able  to  report.  It  has  not  been  able  to 
report  because  of  the  fact  that  Mr.  Roemer,  Chairman  of  the 
Committee,  is  not  present,  and,  so  far  as  I  know,  the  other  mem- 
bers of  the  Committee  have  never  been  advised  as  to  what  the 
Chairman  of  the  Committee  was  doing  in  regard  to  the  report  of 
the  Committee.  So  far  as  I  am  concerned  personally,  my  time 
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has  been  taken  up  to  a  considerable  extent  in  politics.  I  have 
b(M'ii  in  a  political  campaign,  and  I  have  not  given  to  the  ques- 
tion of  capitalization  the  attention  to  enable  me  to  render  a  for- 
mal report  to  this  body  this  rear.  I  hope,  at  some  time  in  the 
ful  11  re,  I  may  take  part  in  such  work  as  that. 

Allow  me  to  call  your  attention  to  a  supposed  case  which,  I 
believe  goes  to  the  question  of  land  values.  When  Mr.  Thorn e 
is  willing  to  eliminate  a  resolution  which  excludes  a  multiple, 
and  yet  would  be  in  favor  of  one  placing  the  value  of  railroad 
rights  of  way  upon  the  present  cost  value,  I  do  not  quite  get  him, 
but  I  take  him  to  mean  that  the  value  of  the  right  of  way  should 
be  measured  in  accordance  with  the  suggestion  of  Justice  Hughes, 
based  upon  the  value  of  the  contiguous  land.  I  may  be  mis- 
taken. Perhaps,  I  have  misunderstood  him. 

Suppose,  if  you  please,  that  an  interurban  railroad  secured 
a  franchise  to  occupy  the  streets  and  alleys  and  public  grounds 
of  one  of  your  cities;  that  it  was  a  donation,  pure  and  simple; 
that  the  interurban  left  the  boundaries  of  the  city  and  procured 
a,  franchise  down  the  public  highway,  and'  that  the  franchise 
was  a  donation,  a  gift.  Is  there  any  one  of  you  present  who 
would  now  conclude  that  an  extra  value  should  be  placed  upon 
that  franchise  right,  for  the  purpose  of  capitalization,  for  the  pur- 
pose of  rate  making?  I  think  you  would  join  with  me  and  say 
no  immediately.  The  statutes  of  Nebraska  specifically  provide 
that  no  franchise  rights  shall  be  capitalized  for  a  greater  amount 
than  was  actually  paid  to  the  city  or  municipality  for  the  fran- 
chise right.  I  say  it  would  not  be  equity  to  capitalize  what  the 
people  themselves  gave  to  the  interurban,  and  then  turn  around 
and  say  to  the  people  "You  must  pay  a  rate  sufficient  to  pay  a 
return  upon  that  which  you  yourselves  gave  to  the  utility."  I 
am  sure  you  will  agree  with  me  on  that. 

As  I  say,  the  interurban  line  leaves  the  boundaries  of  the  city 
and  goes  down  the  public  highway  and,  again,  we  find  that  the 
public  has  given  the  utility  a  right  of  way  to  go  down  that  pub- 
lic highway.  Again,  I  am  sure  you  will  agree  with  me  that  it 
would  be  wrong  to  capitalize  that  franchise,  and  increase  the 
capital  account  in  that  way,  for  the  purposes  of  rate  making. 

But,  we  follow  the  public  highway  down  a  number  of  miles, 
and  the  utility  concludes  to  go  across  country,  and  the  corpor- 
ation goes  to  the  State  or  to  the  County  or  to  the  people  and  gets 
them  to  vote  a  bond  issue  and,  in  that  way,  or  by  a  land  grant 
or  right  of  way  grant,  whatever  you  may  call  it,  a  right  of  way 
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is  given,  for  the  purpose  of  getting  that  utility  extended  down 
across  that  part  of  the  State.  Are  you  going  to  say  you  will  cap- 
italize that  franchise  right,  or  that  value  which  we  find  is  in  the 
land  itself,  measured  by  the  value  of  contiguous  property?  And, 
yet,  when  we  speak  of  capitalizing  a  right  of  way,  we  are  doing 
that  very  thing,  when  we  say  we  will  capitalize  the  right  of  way 
measured  by  the  value  of  the  contiguous  property.  Now,  if  you 
would  not  capitalize  the  municipal  franchise,  if  you  would  not 
capitalize  the  right  to  go  down  the  public  highway,  could  you 
logically  say  you  would  capitalize  the  extra  value  over  and  above 
what  was  actually  paid  for  the  right  of  way,  because  the  land 
on  either  side  of  the  right  of  way  has  gone  up  in  value  in  the 
meantime?  Would  you  capitalize  the  unearned  increment  while, 
at  the  same  time,  you  would  refuse  to  capitalize  the  franchise 
value  or  the  franchise  right  in  the  city?  As  Mr.  Justice  Hughes 
has  said,  if  you  are  to  measure  the  right  of  way  by  the  value  of 
the  contiguous  property  at  the  present  time,  or  at  the  time  that 
the  rate  hearing  is  being  held,  then,  in  order  to  be  consistent, 
you  would  be  compelled  to  measure  the  value  of  the  right  of 
way  not  only  by  the  value  of  the  contiguous  property,  but  you 
would  have  to  take  into  consideration  the  cost  there  would  be 
to  acquire  that  property  at  the  time  the  rate  hearing  was  held. 
I  do  not  see  how  a  logical  mind  can  come  to  any  other  conclusion 
than  just  what  I  have  stated  in  that  proposition.  I  know  that 
Justice  Hughes  simply  stated  that,  without  laying  it  down  direct- 
ly as  a  principle  of  law  to  guide  the  commissions  of  the  respective 
States  of  the  United  States. 

The  cost  value  may  be  just  as  deceptive.  I  believe  the  gen- 
tleman from  Georgia  (Mr.  Hillyer)  has  struck  the  keynote  in 
regard  to  the  question  of  cost  value.  A  public  utility  may  have 
spend  money  recklessly,  and  the  money  having  gone  into  the 
property  honestly  and  honorably  but  with  such  poor  judgment, 
that  the  public  should  never  be  bound  by  that  expenditure  of 
money,  either  for  capitalization  or  for  rate-making  purposes.  And, 
to  my  mind,  it  takes  a  deduction  from  all  of  the  truth  that  we 
can  possibly  get  before  we  can  ever  come  to  any  reasonable  con- 
clusion of  value  for  the  purposes  Of  capitalization,  for  the  pur- 
poses of  rate-making.  When  you  stop  to  consider  the  fact  that 
there  are  companies  operatinc;  public  utilities  which  started  with 
a  small  capitalization,  and  after  running  for  a  term  of  years  you 
find  that  they  have  vast  properties,  greatly  in  excess  of  the  orig- 
inal plant,  and  upon  an  examination  of  the  books  you  find  cash 


PROCEEDINGS   OF  THE   CONVENTION.  263 

dividends  in  the  meantime  have  been  paid,  that  those  dividends 
have  been  liberal,  then,  the  public  certainly  has  done  its  duty, 
so  far  as  dividends  to  the  stockholders  are  concerned.  If  the 
plant  has  been  built  out  of  operating  income  away  in  excess  of 
the  original  cost  of  the  plant,  after  depreciation,  loss  and  dam- 
ages have  all  been  taken  care  of,  would  it  not  seem  wrong  to  say 
to  the  public,  "We  will  capitalize  that  portion  of  the  plant  that 
has  been  built  out  of  the  rates  that  we  ourselves  put  into  the 
plant  after  we  have  taken  care  of  taxes,  loss  and  damages,  and 
paid  operating  expenses,  and  paid  the  holders  of  the  original 
security  a  fair  return  upon  their  investment?" 

I  do  not  know  whether  I  am  leading  off  in  the  direction  of 
anarchy  or  not  but,  I  am  so  forcibly  impressed  with  the  idea,  it 
is  impossible  for  me  to  get  away  from  the  conclusion  that  the 
unearned  increment  and  the  multiple  should  be  excluded,  and 
that,  wherever  you  can  get  at  the  cost, — by  which  I  mean  that 
sacrifice  which  the  individual  stockholders  have  made  to  the  pub- 
lic in  serving  the  public, — whenever  you  can  get  at  that  cost,  and 
the  public  takes  care  of  the  utility  by  paying  rates  sufficient  to 
take  care  of  all  operating  expenses,  maintenance,  depreciation, 
taxes,  loss  and  damages,  and  then  a  fair  return  upon  that  amount 
of  money. or  that  sacrifice  that  the  stockholders  of  the  utility  have 
made  to  the  public,  the  public  has  done  enough. 

Mr.  DOTY,  of  Ohio.  As  was  suggested  by  our  friend  from  Wash- 
ington (Mr.  Keynolds)  there  are  several  questions  relating  to 
this  subject  which  have  not  yet  been  passed  upon.  I  think  it  is 
very  fortunate  that  commissions  and  courts  have  not  yet  de- 
cided some  of  these  questions  that  our  friend  from  Washington 
was  insistent  upon  having  decided  at  once.  The  chances  are  that 
if  some  of  these  questions  had  been  decided  last  year  or  the  year 
before  or  five  years  ago,  or  even  perhaps  this  year,  they  would 
have  been  decided  wrong.  It  is  very  much  better  to  let  the  48 
Commissions  of  the  States,  and  the  Interstate  Commerce  Com- 
mission, with  the  six  or  seven  hundred  courts,  guess  around 
a  while  longer  before  we  come  to  any  final  conclusion  on  some 
of  these  questions.  Fortunately  above  all  other  things  as  I  see 
it,  the  courts  have  not  yet  decided,  and  I  think  no  commission  has 
yet  decided — although  commissions  are  rather  numerous — what 
a  "fair  value"  is.  Our  friend  from  Iowa  (Mr.  Thome)  says  he  is 
in  favor  of  allowing  utilities  and  railroads  to  earn  upon  what 
they  cost.  I  submit  that  sometimes  what  a  thing  costs  is  not 
what  it  is  worth.  Sometimes  it  is  a  great  deal  more  than  it  is 
worth. 
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Mr.  THOKNE,  of  Iowa.    I  have  not  taken  that  position. 

Mr.  DOTY,  of  Ohio.  He  says  he  has  not  taken  that  position; 
therefore,  he  agrees  with  me. 

Mr.  THORNE,  of  Iowa.  I  will  state  my  position  after  you  get 
through. 

Mr.  DOTY,  of  Ohio.  There  are  those  who  say  that  what  a  thing 
costs  is  what  it  is  worth.  Sometimes  that  is  true  and  sometimes 
it  is  not, 

I  think  the  confusion  in  getting  at  the  value  of  property  comes 
largely  from  our  attempt  to  confuse  two  kinds  of  property.  There 
are  two  kinds  of  property  that  enter  into  these  utilities.  One  is 
a  property  that  is  man-made.  The  other  is  the  property  that  is 
socially  made,  called  land  value.  When  a  railroad  takes  a  part 
of  the  area  to  a  country  and  turns  it  into  a  public*  highway,  it 
has  destroyed  what  we  ordinarily  call  land  values.  I  say  the 
company  has  destroyed  it, — it  has  not  exactly  destroyed  it,  but 
so  far  as  its  own  operation  is  concerned,  what  the  railroad  com- 
pany has  actually  done  is  to  destroy  the  land  value  where  it  was 
and  transfer  it  to  another  place,  namely  to  the  neighboring  and 
contiguous  lands.  A  right  of  Avay  of  a  railroad  is  comparable 
to  this  street  ont  here.  When  that  street  was  laid  out  through 
this  tract  of  ground,  the  land  in  the  middle  of  the  street,  while 
it  became  useful,  ceased  to  have  what  we  call  a.  land  value.  The 
value  was  transferred  from  there  to  the  neighboring  and  con- 
tiguous lands.  If  that  is  true,  if  that  is  logical,  then  we  are  up 
to  the  proposition  of  valuing  the  land  in  the  middle  of  a  high- 
way, the  land  value  of  which  as  land  has  been  transferred  some- 
where else,  and  of  comparing  it  with  the  land  to  which  this  value 
has  been  transferred,  and  we  go  right  around  in  a  circle.  So  I 
agree  with  Mr.  Thome  and  Mr.  Eshleman  upon  the  historical 
method  pure  and  simple  of  valuing  land  in  rights  of  way,  that 
Is  the  capital  should  be  represented  by  what  the  land  costs. 

Within  the  last  few  years  in  our  city  a  so-called  belt-line  has 
been  constructed,  and  I  have  talked  with  the  men  who  actually 
built  that  road,  and  they  have  told  me  that  they  had  to  pay  from 
two  to  three  times  as  much  for  the  land  that  they  used  for  the 
railroad,  as  the  neighboring  and  contiguous  land  was  worth  be- 
fore the  railroad  bought  it.  In  other  words  a  "multiple"  de- 
veloped. Now,  I  say  to  you  that  where  a  railroad  is  compelled 
at  this  time  or  ever  was  compelled  to  pay  two  or  three  or  ten 
times  as  much  as  the  land  may  have  been  said  to  have  been  fair- 
ly worth,  they  are  entitled  to  earn  a  rate  that  is  based  upon  what 
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they  paid,  upon  what  they  put  into  that  enterprise  in  destroying 
that  land  value,  or  transferring  that  land  value  as  I  have  en- 
deavored to  indicate. 

That  is  quite  different  from  man-made  property,  because  when 
you  gather  together  and  accumulate  tools  and  machines  and  build- 
ings and  rolling  stock  and  all  the  various  things  that  man  makes 
with  his  hands,  you  are  accumulating  and  not  destroying  or  trans- 
ferring. You  are  accumulating  things  that  you  need,  and  there 
is  where  the  historical  method  usually  falls  down,  for  the  very 
simple  reason  that  no  history  has  been  kept.  That  is  not  true 
of  many  latter  day  utilities,  but  I  have  learned  from  hearings  be- 
fore the  Interstate  Commerce  Commission  valuation  division, 
and  from  arguments  in  this  assembly  both  last  year  and  this 
year,  that  a  very  large  number  of  the  railroads  have  no  history 
of  the  man-made  property  that  they  have  accumulated,  or  which 
they  now  possess;  and  therefore,  to  my  mind,  the  only  thing  to 
substitute  for  that  is  the.  so-called  reproductive  theory.  I  quite 
agree  with  Mr.  Eshleman  even  upon  the  reproductive  theory  for 
man-made  property.  It  may  not  always  work,  but  it  comes  the 
nearest  so  far  as  I  have  been  able  to  work  it  out,  as  a  substitute 
for  the  real  history  that  you  cannot  get, 

Now,  what  is  the  reproductive  theory,  that  we  talk  so  much 
about?  Nobody  has  yet  described  it.  I  may  have  one  idea  and 
you  may  have  another. 

Take,  for  instance,  a  large  factory,  covering  several  acres. 
Leaving  out  the  land  that  it  stands  upon,  in  the  man-made  part 
of  it,  that  factory  is  made  up  of  tens  of  thousands  of  various 
factors  that  enter  into  the  whole.  Each  factor  is  used  for  a 
different  purpose,  and  therefore  each  wears  out  faster  or  slower 
as  the  case  may  be.  The  result  is  that,  as  soon  as  you  start 
that,  faeto'ry  depreciation  and  deferred  up-keep  'begin,  and  they 
operate  at  a  different  rate  as  to  each  factor;  so  that  as  you  get 
away  from  the  time  when  the  factory  was  new,  there  would  never 
l>e  a  time  when  the  factors  are  in  the  same  relation  to  each  other. 

Therefore,  the  only  way  I  know  of  to  standardize  that  situa- 
tion is  to  assume  that  they  cannot  be  worth  more  than  it  would 
cost  to  reproduce  any  one  of  them  new.  Anything  made  by 
man  cannot  be  worth  more  than  it  costs  to  reproduce  it  at  the 
time  you  are  investigating.  If  you  proceed  upon  that  theory  you 
bring  every  factor  theoretically  up  to  a  standard  present  day 
cost,  using  cost  and  value  as  meaning;  the  same  thing.  From 
that  we  deduct  for  the  amount  it  has  worn  out  and  thus  find  out 
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how  much  less  it  is  worth  at  the  present  moment.  We  find  each 
differing  from  the  other  as  to  the  amount  that  it  has  worn  out. 
Some  things  wear  out  very  much  faster  than  others.  That  gives 
the  reproductive  value  less  depreciation.  I  do  not  know  of  any- 
thing to  substitute  for  the  historical  method,  except  that. 

Certainly,  the  reproductive  theory  does  not  apply  to  land 
values.  In  the  first  place,  we_talk  about  market  value  of  prop- 
erty, as  if  that  property  had  market  value.  I  call  your  atten- 
tion to  the  fact  that  land  site  value  does*  not  mean  market  value. 
Market  value  can  only  pertain  to  those  things  that  may  be  du- 
plicated, and  no  one  can  duplicate  anywhere  in  this  world  the- 
particular  site  on  which  this  building  stands,  because  it  does 
not  exist  anywhere  in  the  world  except  right  here.  What  is  the- 
use  of  talking  about  market  value  when  there  is  only  one  of  a 
thing.  So,  we  must  get  our  terminology  straightened  out,  so* 
that  we  will  not  talk  about  things  that  do  not  exist. 

I  think  I  agree  with  Mr.  Eshleman  thoroughly  in  most  that 
he  said ;  I  am  sorry  he  is  not  here  now,  because  I  do  not  wish  to 
criticise  him  in  his  absence,  but  there  seemed  to  be  a  confusion  in 
his  mind,  as  there  has  been  in  mine  and  as  there  seems  to  have 
been  in  the  minds  of  others,  about  these  two  kinds  of  property. 
We  are  trying  to  treat  one  exactly  as  we  do  the  other,  and  it  can- 
not be  done.  It  cannot  be  done.  It  never  has  been  done.  You 
cannot  mix  land  value  and  man-made  value,  as  property  values, 
any  more  than  you  can  mix  oil  and  water.  (Applause.) 

Mr.  THORNE,  of  Iowa.  Mr.  President,  I  want  to  make  the  rec- 
ord clear.  I  am  very  much  surprised  at  the  conflicting  state- 
ments of  Mr.  Doty  and  Mr.  Hall  as  to  my  postition.  I  do  not 
know  that  it  concerns  anybody  except  myself,  but  I  should  like 
you  to  know  where  I  stand  on  that.  I  agree  heartily  with  Mr. 
Doty's  proposition.  My  standard  is  precisely  what  the  Supreme 
Court  has  adopted  for  our  present  value.  I  stated  it  last  year. 
I  gave  a  dozen  citations  from  the  Supreme  Court  to  that  effect. 
I  insist  that  the  difficulty  comes  in  determining  what  goes  into 
that  "fair  value."  I  have  merely  tried  to  suggest,  here  and  there, 
that  this  factor  should  not  be  considered,  and  that  that  factor 
should  be  considered.  I  agree  with  Mr.  Eshleman  to  this  extent, 
that  original  cost — original  investment — is  a  very  important 
factor  to  be  considered.  I  agree  further  that  reproduction  cost  is 
an  extremely  important  factor  to  be  considered.  As  to  the  weight 
to  be  given  those  factors,  I  cannot  say  at  this  time.  The  Su- 
preme Court  has  not  attempted  to  do  so,  the  Interstate  Com- 
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merce  Commission  has  not  attempted  to  do  so.  They  have  speci- 
fically said,  "This  should  be  eliminated."  They  have  said,  "This 
other  thing  should  be  considered."  In  this  way,  they  have  been 
gradually  building  up  this  basis.  The  Supreme  Court  of  the 
United  States  has  been  slow,  as  Mr.  Doty  has  well  said,  to  take 
a,  definite  position  on  all  phases  of  the  subject,  It  is  to  the 
best  interest  of  the  country  as  a  whole  that  that  has  been  true. 

The  PRESIDENT.  Gentlemen  of  the  Convention,  I  am  quite  sure 
there  will  be  no  objection  to  listening  to  a  few  remarks  by  a 
gentleman  who  is  very  learned  in  the  art  of  valuation,  Professor 
Bemis,  of  Chicago.  Professor  Bemis,  will  you  kindly  say  a  few 
words  to  us?  (Applause.) 

Professor  BEMIS.  Mr.  President  and  gentlemen,  it  is  getting 
late,  and  I  will  only  speak  to  you  for  a  few  moments.  Two  weeks 
ago  today  I  was  very  much  interested  in  reading  many  editorials, 
published  throughout  the  country,  to  the  effect  that  certain  po- 
litical results  that  had  happened  a  day  or  two  earlier  indicated 
a  swinging  of  the  pendulum  toward  conservatism.  Last  week, 
however,  when  I  attended  a  convention  of  over  fifty  mayors  of 
representative  cities  in  this  country,  in  Philadelphia,  and  again 
yesterday  and  today,  in  this  convention,  I  came  to  the  conclusion 
that  it  has  not  swung  very  far  after  all.  (Laughter.) 

Coming  to  the  question  that  is  especially  before  us  now,  with 
particular  reference  to  the  valuations  of  the  Interstate  Commerce 
Commission,  I  would  remark  that,  although  I  had  but  a  minor 
part  to  play  in  the  drafting  of  that  act,  I  was  sufficiently  in 
touch  with  those  who  wrote  most  of  the. act,  to  know  that  their 
thought  was  to  investigate  all  the  phases  of  valuation  that  the 
courts  were  considering  in  the  case  of  Smythe  v.  Ames.  They 
wanted  to  consider  the  cost  of  reproduction,  the  matters  of  go- 
ing value,  actual  cost  and  so  forth.  If  they  did  not  draw  the  act 
with  sufficient  clearness,  it  was  their  fault,  of  course,  but  that 
was  the  intent  of  those  who  drew  that  act.  Now,  I  have  the 
idea,  that  has  been  so  well  expressed  here  this  afternoon,  that 
the  courts  and  commissions  are  still  in  a  formative  state  of  mind 
with  regard  to  the  weight  to  be  given  in  these  matters,  and  that, 
whatever  may  be  their  view  now,  it  will  probably  differ  in  a 
few  years  from  now.  Therefore,  it  is  well  to  get  before  the  com- 
missions and  courts,  especially  before  the  Interstate  Commerce 
Commission  and  the  United  States  courts,  the  various  elements 
that  might  be  mixed  in  different  proportions  at  different  times 
in  determining  what  is  a  fair  value  for  rate  cases,  and  possibly 
for  government  purchase  that  may  be  undertaken  at  some  future 
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time.  Looking  upon  it  in  that  way,  the  act  attempted  to 
proscribe  several  methods  of  valuation;  one  method  was  to 
ascertain  the  cost  of  reproduction  today.  In  the  next  place  the 
Interstate  Commerce  Commission  was  to  determine  the  history 
of  the  property  in  each  piece  with  reference  in  a  general  way  to 
what  had  gone  into  the  property,  how  much  of  it  had  come  from 
surplus  earnings,  how  much  to  meet  depreciation,  whether  there 
had  been  any  deficit,  whether  there  have  been  large  dividends  at 
a  later  date,  which  might  counterbalance  those  deficits.  And  it 
was  also  the  effort  to  find  what  was  the  cost  of  the  property.  Un- 
fortunately as  we  have  attempted  to  apply  it  we  have1  realized 
that  there  was  a  phrase  in  the  second  section  of  the  act  which, 
literally  interpreted,  could  not  be  carried  out  without  undue  ex- 
pense, and  perhaps  could  not  in  many  cases  be  carried  out  at 
all.  And  that  was  the  requirement  that  the  Commission  shall 
ascertain  and  report  "in  detail  as  to  each  piece  of  property  owned 
or  used  by  said  common  carrier."  The  words  "in  detail"  were 
interpreted  by  many  as  meaning  the  classification  by  77  primary 
accounts. 

As  Judge  Prouty  -so  well  explained  yesterday,  we  can  find  that 
in  many  cases,  but  in  more  cases  we  probably  cannot,  or  if  we 
can,  it  is  at  too  great  a  cost.  There  remains  before  us  the  problem 
of  what  to  do  under  those  circumstances.  We  can  probably  get 
the  cost  of  the  land.  We  can  get  the  cost  of  the  equipment  now 
in  use,  the  rolling  stock.  We  can  probably  get  the  cost  of  most 
of  the  property  that  has  been  constructed  in  the  last  five  years, 
perhaps  in  the  last  ten  years.  But,  as  to  the  earlier  property  we 
can  only  get  a  portion  at  any  reasonable  cost,  Is  it  worth  while 
then  to  attempt  to  get  any  of  it  if  we  cannot  get  all  of  it  prior 
to  the  last  ten  years,  outside  of  land  and  rolling  stock;  and  if  it 
is  worth  while  to  get  part  of  it,  does  the  act  permit  us  to  get  part 
unless  we  can  get  it  all?  With  respect  to  that  question  I  con- 
sider first,  is  it  possible  to  get  a  portion  back  of  five  or  eight 
years?  It  does  seem  to  me  possible  occasionally  to  get  a  bridge 
or  a  large  building,  and  to  get  occasionally  quite  a  length  of 
track,  sometimes  an  entire  section  of  road.  We  can  get  a  great 
many  structures,  although  perhaps  after  all  but  a  very  small 
percentage  of  the  total.  Is  it  worth  while  to  try  to  do  that  if  we 
can  do  it  at  a  reasonable  expense?  And,  let  me  add  further  that 
it  is  not  necessary  in  many  cases  to  go  back  to  the  first  piece 
of  property  in  a  given  location.  If  you  can  find  the  total  cost  of 
the  renewal,  you  have  precisely  the  same  thing  to  a  cent  as  if  you 
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had  the  first  cost.  If  you  can  be  sure  that  the  present  bridge  en- 
tirely displaces  the  old  one,  and  if  you  can  find  the  total  cost  of 
the  present  bridge,  it  makes  no  difference  whatever  whether  you 
have  got  the  cost  of  the  first  and  second  bridges  or  not,  because 
according  to  the  present  classification  of  the  commission,  going 
into  effect  July  1,  the  accounts  would  give  you  the  same  result. 
It  is  the  cost  of  what  is  now  there.  The  question  of  abandoned 
property  and  of  early  losses;  is  important,  but  that  conies  in  the 
fourth  section  of  the  act,  and  no  one  questions  the  desirability  of 
gel  ting  that,  and  we  are  trying  to  get  it. 

Now,  the  reason  why  I  believe  that  even  a  portion  is  worth 
getting  is  this:  As  I  said  before  you  last  year,  there  are  several 
unearned  increments  almost  as  important  as  the  land.  One  of 
them  is  the  rise  of  labor  and  material  since  these  properties  were 
built.  In  some  important  investigations  lately,  such  as  that  of 
the  American  Telephone  &  Telegraph  Company  for  the  entire 
State  of  Pennsylvania,  the  company  have  frankly  stated  that  to 
duplicate  their  physical  property  to-day  would  cost  over  30  per 
cent,  more  than  it  actually  cost  to  do  at  the  time  it  was  done,  be- 
cause of  the  increaise  in  the  cost  of  labor  and  material  alone. 

Then,  again,  there  is  the  question  of  overhead  charges,  engi- 
neering supervision,  interest  during  construction  and  so  forth. 
When  that  property  was  built,  four-fifths  of  it  was  built  as  exten- 
sions of  the  first  scheme,  and  those  extensions  were  built  without 
a  large  amount  of  increased  engineering,  and  with  practically 
very  little  of  other  overhead  charges.  It  therefore  meant  very  little 
sacrifice  in  the  matter  of  overhead  charges  to  the  investor.  If 
you  were  going  to  reproduce  it  to-day,  however,  in  a  wholesale 
way,  you  would  have  to  take  account  of  perhaps  20  per  cent,  of 
overhead  charges,  perhaps  not  as  much  as  that,  but  we  will  say 
anywhere  from  12  to  20  per  cent.  The  lowest  I  know  of  is  the 
Wisconsin  commission,  which  recognizes  12  per  cent,  in  some 
cases. 

But,  that  is  not  all.  When  these  valuations  are  completed  by 
our  engineering  staff,  and  we  will  assume  that  they  are  making 
the  reproduction  value,  that  does  not  end  it.  There  will  be  hear- 
ings in  which  the  railroads  will  doubtless  be  represented,  and  in 
fact  the  act  provides  that  they  shall  be.  They  will  doubtless 
bring  forward  engineers  who  can  testify  that  they  have  individ- 
ually valued  ten  times  as  much  property  as  any  one  of  our  engi- 
neers had  valued  before  he  went  on  to  our  engineering  board. 
They  will  come  forward  with  the  prestige  of  having  built  en  or- 
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mous  railroad  systems,  and  of  earning  $5  or  $10  to  our  engineers' 
$1  in  their  past  career.  It  will  have  a  large  influence.  It  does 
not  mean  that  they  are  any  better  men,  or  that  their  valuation  is 
any  better,  but  it  will  have  an  unconscious  effect.  I  have  seen 
it  very  often  before  commissions  and  courts.  If,  however,  you 
are  able  to  show  that  20  or  30  per  cent.,  at  random,  of  this  prop- 
erty that  you  can  absolutely  find  all  about,  did  not  cost  anything 
like  as  much  as  the  railroad  engineers  would  like  to  have  you 
value  it  for,  but  did  cost  more  nearly  what  your  own  engineers 
have  valued  it  for,  or  even  less,  on  account  of  having  been  built 
when  labor  and  material  were  less,  and  on  account  of  less  over- 
head charges,  you  meet  the  prestige  of  those  engineers  of  the  rail- 
road companies  because  a  voucher  is  worth  more  than  an  estimate, 
and  the  more  vouchers  you  can  produce  the  more  you  will  meet 
the  estimates  that  are  so  high  in  many  of  these  valuations,  run- 
ning up  frequently  to  40  or  50  per  cent,  above  the  evidence  of 
actual  cost  shown  by  the  books.  So,  if  you  can  only  get  a  third 
of  the  property,  running  on  back  for  many  years,  I  believe  it  is 
valuable.  I  believe  you  can  get  more  than  that,  however,  when 
our  inventories  are  completed,  so  that  the  accountants  have  an 
inventory  before  them  which  they  have  not  had  in  most  cases  be- 
fore, and  when  they  secure  the  co-operation  which  I  believe  they 
can  get  from  the  railroads,  more  even  than  they  have  asked  for, 
and  are  thus  able  to  get  a  great  deal  of  information  that  perhaps 
now  looks  difficult  to  secure. 

Now,  the  question  arises,  even  if  we  agree  that  we  should  get 
the  cost  of  such  property  as  AVC  can  get  at  a  reasonable  expense, 
what  shall  we  do  with  the  rest  of  the  property,  which  we  cannot 
trace  without  prohibitory  expense?  It  appears  to  me  that  it  is 
worth  while  there  to  attempt  some  estimate,  as  several  have  sug- 
gested here  to-day.  We  are  establishing  a  cost  bureau,  which  is 
getting  the  cost  of  the  leading  units  of  labor  and  material  for 
each  year,  in  each  section  of  the  country,  from  the  time  the  rail- 
roads were  first  built  in  that  section  of  the  country.  When  that 
is  completed,  as  it  will  be  in  time,  the  engineers,  knowing  the 
year  in  which  most  of  the  property  was  built,  of  which  wo  cannot 
trace  the  actual  cost  on  the  books,  and  having  before  them  the 
inventory,  can,  I  believe,  make  fairly  reasonable  estimates  of  the 
probable  cost  of  the  property  at  that  time,  judging  from  the  cost 
of  adjacent  property,  and  the  things  that  they  do  know  about. 

And  this  brings  me  to  my  last  point.  Does  the  Act  provide  for 
any  such  process,  or  is  it  necessary  to  get  the  consent  of  Congress 
for  the  exercise  of  further  power? 
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If  the  only  provision  in.  the  Act  related  to  the  provision  that 
\\ •<•  should  secure  in  detail  as  to  each  piece  of  property  owned  or 
used,  the  original  cost,  we  might  hesitate;  but  as  I  interpret  the 
Act,  I  turn  to  the  next  paragraph  and  there  we  find  that  the  Com- 
mission shall  in  like  manner  ascertain  and  report  separately  "other 
values  and  elements  of  value,"  which  seems  very  sweeping  in  giv- 
ing the  Commission  broad  power. 

And,  perhaps,  still  more  germane  is  the  provision  in  the  begin- 
ning of  the  fourth  paragraph,  where  it  is  said,  in  ascertaining  the 
original  cost  to  date  of  the  property  of  such  common  carrier,  "the 
Commission  in  addition  to  such  other  elements  as  it  may  deem 
necessary,  shall  investigate  and  report"  on  certain  matters,  giving 
the  Commission  authority  apparently  to  take  into  account  any 
other  elements  which  it  deems  necessary. 

Furthermore,  the  Commission  is  required  to  report  in  such  de- 
tail, as  may  be  determined  by  the  Commission,  upon  the  expendi- 
ture of  all  moneys  and  the  purposes  for  which  the  same  were  ex- 
pended.   Then,  in  another  clause,  it  uses  the  expression  "as  far  as 
practicable,"  giving  still  a  great  deal  of  discretion  to  the  Com- 
mission.    It  seems  to  me  therefore  that  we  might  recognize  that 
to  present  to  the  Commission  the  cost  of  the  land,  the  cost  of  the 
rolling  stock,  the  cost  of  a  portion  of  the  rest,  and  show  a  careful, 
scientific    foundation    for   an    estimate    as    to   the   rest,    would 
naturally  have  much  weight.     It  will  enable  us  at  least  to  check 
the  reproduction  cost  to-day  with  all  its  unearned  increments! 
which  are  necessarily  there.     In  a  good  many  such  cases  I  have 
always  found  that  commissions  welcomed  such  data  and  such 
estimates,  and,  I  believe,  without  our  deciding  to-day  that  the 
reproduction  value  has  no  merit,  or  that  we  should  not  get  it,  we 
should  recognize  that  the  other  is  just  as  important,  and  I  believe 
we  should  spend  as  much  money  to  get  it  if  necessary  as  to  get 
the  reproduction  cost.     But  notice,  in  getting  the  reproduction 
cost,  we  make  a  full  inventory.     Having  that  inventory  I  believe 
we  can  go  on  with  these  further  studies,  cutting  off  every  attempt 
to  get  actual  cost  where  it  is  discovered  to  be  very  expensive, 
and  substituting  careful  estimates.     Thus  we  can  get  the  actual 
cost  of  a  great  deal  and  estimates  of  the  balance  without  such 
prohibitive  cost  as  would  be  required  in  rewriting  the  books,  as 
one  paragraph  of  the  act  seems  to  call  for.     This  method  will 
enable  us  to  secure,  at  reasonable  expense,  what  will  be  exceed- 
ingly practicable  and  exceedingly  helpful  to  any  commission  and 
any  court.     (Applause.)  • 
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Mr.  YATES,  of  Illinois.  Mr.  President,  I  do  not  know  whether 
there  will  be  a  full  attendance  to-morrow  or  not,  but  I  would  just 
like  to  say  for  myself  individually  that  I  do  not  like  to  go  home 
without  hearing  more  from  the  members  of  the  Interstate  Com- 
merce Commission.  I  do  not  want  to  intimate  for  one  moment 
that  you  have  not  completely  outlined  your  program  for  to- 
morrow; but,  gentlemen,  we  are  to  meet  next  year  in  San  Fran- 
cisco, and  it  may  be  many  years  before  we  are  again  in  Wasliing- 
ton  with  four  or  five  members  of  the  Interstate  Commerce  Com- 
mission meeting  with  us.  For  some  reason  or  other  these  gentle- 
men have  been  sitting  here  very  modestly,  in  the  back  part  of  the 
rdom,  but  I  for  one  feel  that  this  whole  trip  to  Washington  has 
been  amply  repaid,  so  far  as  I  am  concerned,  by  what  I  have 
heard  from  Commissioner  Clements  and  Commissioner  Prouty, 
but  there  are  other  members  of  the  Interstate  Commerce  Com- 
mission here  whom  I  should  like  to  hear  from.  If  we  are  not  to 
hear  from  them  to-morrow,  I  should  like  to  hear  from  some  of 
them  now.  Here,  for  instance,  is  Commissioner  Meyer  and  while 
I  did  not  wish  to  modify  your  program,  if  Commissioner  Meyer 
would  give  us  the  benefit  of  his  views,  I  should  like  to  hear  them. 
(Applause.) 

Mr.  MEYER,  of  the  Interstate  Commerce  Commission.  Mr. 
President,  there  was  a  time  when  I  talked  more  or  less  about  the 
valuation  of  public  utilities.  I  am  inclined  to  think  that  time  has 
passed. 

Mr.  YATES,  of  Illinois.  Why? 

Mr.  MEYER,  of  the  Interstate  Commerce  Commission.  And,  at 
present  I  really  ought  not  to  talk  upon  this  subject,  because  all 
these  so-called  elements  of  value  are  bound  to  come  before  the 
entire  Interstate  Commerce  Commission  for  decision;  and  while 
I  am  very  glad  to  be  able  to  be  here  and  to  listen  to  and  profit 
by  this  discussion,  I  do  not  feel  that  it  would  be  proper  for  1110 
to  express  an  opinion  with  reference  to  any  of  these  elements, 
or  with  reference  to  the  other  important  subject  you  have  liad 
up  here  to-day,  the  Shreveport  case.  As  you  know,  there  are 
seven  members  of  the  Commission.  Mr.  Commissioner  Lane  wrote 
the  decision  for  the  Commission.  There  were  two  concurring 
opinions  and  two  dissenting.  Mr.  Commissioner  Lane  said  what 
I  wanted  to  say  so  wrell  that  on  that  occasion  I  said  nothing. 
He  expressed  my  personal  views,  and  I  do  not  now  see  any  reason 
for  adding  anything  to  that  omission.  (Applause  and  laughter.) 

Mr.  ItURR,  of  Florida.  Mr.  President,  I  have  been  looking  over 
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the  list  of  committees  that  have  not  yet  reported,  and  I  find  that 
there  are  eleven  left,  beside  the  two  matters  that  are  now  pending 
before  the  convention.  As  Governor  Yates  has  suggested  to  my 
mind  the  possibility  of  some  of  this  membership  leaving  before 
we  get  through,  I  want  to  say  that  there  are  a  number  of  gentle- 
men here,  representing  the  expenditure  of  a  whole  lot  of  money 
by  their  States  to  come  to  Washington  and  consider  these  matters, 
and  I  believe  it  is  the  duty  of  every  one  of  them  to  make  some 
sacrifice  if  need  be,  to  stay  here  until  this  program  is  completed. 

The  PRESIDENT.  Gentlemen  of  the  convention,  there  are  really 
two  motions  now  pending.  One  was  that  the  reports  of  the  valu- 
ation committees  be  received  and  printed,  and  while  that  was  being 
discussed  Mr.  Eshleman  offered  a  resolution  which  was,  in  sub- 
stance, "KESOLVED,,  That,  in  the  valuation  of  land  owned  by  public 
service  corporations  no  multiple  should  be  used."  In  order  to 
dispose  of  these  two  motions  now  pending  I  shall  put  the  first 
motion  which  is  that  the  reports  of  the  valuation  committees  be 
received  and  printed. 

The  motion  was  agreed  to. 

The  PRESIDENT.  You  will  now  vote  upon  the  following  reso- 
lution : 

"RESOLVED,  That,  in  the  valuation  of  lands  owned  by  public  service  corporations 
no  multiple  should  be  used." 

The  resolution  was  agreed  to. 

Mr.  HILLYER,  of  Georgia.  Mr.  President,  my  resolution  was 
offered. 

The  PRESIDENT.  Suppose  we  take  that  up  in  the  morning.  Do 
you  care  to  consider  that  resolution  now? 

Mr.  HILLYER,  of  Georgia.  It  will  be  in  order  in  the  morning? 

The  PRESIDENT.  Yes.    We  can  take  it  up  to-morrow. 

Mr.  HILLYER,  of  Georgia,  It  will  take  only  a  moment  to  vote 
on  it,  and  those  who  would  vote  now  are  those  who  have  heard  the 
discussion.  I  have  no  disposition  to  press  it.  I  am  really  very 
modest  about  it.  I  think  it  would  be  better  to  vote  on  it  now. 

Mr.  ATKINSON,  of  Missouri.  I  want  to  suggest  that  the  Asso- 
ciation vote  on  Judge  Williams'  resolution  at  this  time.  A  number 
of  the  commissioners  will  be  compelled  to  go  away  to-night,  and 
they  do  not  feel  like  leaving  here  without  an  opportunity  to  vote 
on  that  resolution.  I  think  it  has  been  discussed  and  so  thoroughly 
understood  that  you  would  have  more  of  a  representative  vote 
at  this  time  than  you  would  to-morrow,  and  I  move  that  we 
vote  now. 
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Mr.  BURR,  of  Florida.  One  moment,  if  you  will  allow  me  to 
interrupt  you.  Several  gentlemen  have  just  left,  with  the  under- 
standing or  feeling  at  least  that  that  question  would  not  be  voted 
upon  until  to-morrow  morning.  They  told  me  so  just  half  an 
hour  ago,  and  it  would  hardly  be  fair  to  vote  upon  it  now,  I  think. 

Mr.  HILLYER,  of  Georgia.  I  think  the  minds  of  the  members  of 
the  body  are  made  up  on  my  resolution,  and  it  will  take  but  a 
moment  to  read  it  and  vote  upon  it. 

The  PRESIDENT.  The  Secretary  will  read  it. 

The  Secretary  read  as  follows : 

"RESOLVED,  That,  in  the  final  result  of  every  valuation,  a  due  regard  should  be 
had  to  the  absence  of  public  conveniences  and  necessity,  if  such  there  be,  for  the 
utility  in  question  in  whole  or  in  part  and  a  fair  and  just  deduction  shall  be  made 
on  account  of  such  want  or  absence  of  public  utility  and  necessity  according  to 
the  circumstances  and  conditions  existing  in  each  particular  case." 

The  PRESIDENT.  Is  there  a  second  to  that  resolution? 

The  resolution  was  seconded. 

The  PRESIDENT.  It  has  been  moved  and  seconded  that  the  reso- 
lution just  read  by  the  Secretary,  proposed  by  Judge  Hillyer  of 
Georgia,  be  passed. 

Mr.  DOTY,  of  Ohio.  I  hope  this  resolution  will  not  prevail.  It 
involves  a  whole  day's  discussion.  It  involves  the  whole  idea  of 
our  public  utilities.  It  is  a  rather  live  question  in  our  State.  I 
do  not  know  that  any  other  State  has  been  thinking  of  it,  but  we 
have.  I  cannot  say  that  this  resolution  is  altogether  wrong,  but 
yet  it  involves  so  many  things — why,  that  resolution  is  pretty 
nearly  like  the  Declaration  of  Independence. 

The  PRESIDENT.  Are  you  ready  for  the  question,  gentlemen? 

The  question  was  taken,  and  the  resolution  was  rejected. 

Mr.  MALTBIE,  of  New  York.  Mr.  President,  I  believe  there  is  a 
special  order  for  to-morrow  morning. 

The  PRESIDENT.  It  is  to  follow  the  subject  which  we  are  now 
considering. 

At  5 :08  o'clock  P.  M.  the  convention  adjourned  until  Friday, 
November  20,  1914,  at  10  o'clock  A.  M. 


FOURTH  DAY'S  PROCEEDINGS. 

Washington,  D.  C.,  Friday,  November  20, 1914. 

The  convention  reassembled  at  10  o'clock  A.  M. 
The  PRESIDENT.  The  Association  is  now  in  order  for  the  trans- 
action of  business. 

VALUATION. 

Mr.  MALTBIE,  of  New  York.  Mr.  President,  nothing  would  please 
me  more  than  to  take  up  a  large  amount  of  the  time  of  the  con- 
vention in  discussing  the  question  of  the  valuation  of  property, 
because  it  is  something  that  I  have  always  been  vitally  interested 
in.  But  we  have  spent  a  large  amount  of  time  already,  and  I 
think  that  I  am  in  duty  bound  not  to  infringe  any  more  upon  the 
time  of  the  convention.  There  are  a  few  things,  however,  that  I 
do  wish  to  bring  up  in  connection  with  the  report,  and  a  few 
motions  to  present  on  some  of  these  matters.  I  understand  there 
is  no  pending  motion  regarding  these  reports. 

The  PRESIDENT.  There  is  no  pending  motion. 

Mr.  MALTBIE,  of  New  York.  If  there  is  not,  I  wish  to  bring  up 
first  the  question  of  continuing  the  committee.  Our  committee 
were  not  sure  that  this  committee  has  been  made  a  standing  com-, 
mittee.  As  I  remember  it  was  made  a  special  committee  last  year. 

The  PRESIDENT.  Yes. 

Mr.  MALTBIE,  of  New  York.  And  I  presume  its  existence  would 
not  be  continued  without  some  action  on  the  part  of  the  conven- 
tion. Of  course  the  work  of  valuing  the  railroads  has  just  begun, 
and  regardless  of  the  personnel  of  the  committee  we  are  convinced 
that  the  plan  on  which  the  committee  has  been  formed  is  a  work- 
Q  one,  and  that  the  committee  ought  to  be  continued ;  perhaps 
not  as  a  standing  committee,  but  at  least  that  it  ought  to  be 
continued  for  another  year,  and  I  will  move  without  further 
remark  that  the  committee  of  fifteen — which  will,  of  course,  carry 
with  it  the  subsidiary  organization — be  continued  for  another 
year. 

Mr.  ESHLEMAN,  of  California.  I  second  the  motion,  and  I  also 
rise  to  suggest  an  amendment  to  the  report  which.  I  think,  it  is 
proper  I  should  suggest  and  that  Mr.  Maltbie  should  not.  I  will 
not  be  eligible  to  go  upon  this  committee  next  year.  Therefore, 

275 


276  NATIONAL   ASSOCIATION    OF   RAILWAY    COMMISSIONERS. 

there  is  no  embarrassment  in  my  suggesting  that  this  convention, 
at  this  time,  suggest  to  the  incoming  President  that  in  appointing 
this  committee  he  preserve  the  personnel  intact  as  it  now  exists, 
as  nearly  as  may  be,  under  the  circumstances.  I  make  this  sug- 
gestion by  reason  of  the  fact  that  the  men  on  the  Committee  are 
acquainted  with  the  work,  and  I  believe  the  work  can  be  done 
better  and  the  Association  benefit  more  by  continuing  those 
identical  men  upon  it.  Therefore,  I  move  to  amend  in  the  fol- 
lowing language : — that  this  convention  suggests  to  the  incoming 
President  that,  in  the  appointment  of  the  Committee  on  Valu- 
ation, the  present  members  be  retained  as  nearly  as  may  be,  and 
that  in  case  of  vacancies  the  same  procedure  be  followed  as  was 
followed  in  the  original  selection  of  the  Committee,  namely,  that 
the  States  in  the  various  districts  be  consulted. 

I  say  that  I  can  make  that  motion  without  any  embarrassment,, 
because  it  is  not  a  motion  to  retain  myself  in  office. 

The  PRESIDENT.  Mr.  Maltbie,  will  you  accept  that  amendment 
to  your  original  motion? 

Mr.  MALTBIE,  of  New  York.  Certainly,  except  so  far  as  it  com- 
mits anyone  to  the  idea  of  keeping  me  there. 

The  PRESIDENT.  Gentlemen,  you  have  all  heard  the  motion,  and 
I  suppose  you  all  understand  it.  If  not,  it  will  be  explained. 

Mr.  HALL,  of  Nebraska.  I  would  like  to  offer,  as  a  suggestion 
to  the  Executive  Committee,  that  it  might  be  well  for  the  Com- 
mittee to  consider  the  merging  of  the  Committees  on  Capitalization 
and  Valuation,  that  the  work  of  the  two  committees  is  in  many 
respects  similar. 

Mr.  BURR,  of  Florida.  Mr.  President,  that  is  a  matter  that  the 
Valuation  Committee  discussed  with  the  other  committees.  You 
must  realize  that  the  work  of  the  Valuation  Committee  is- 
enormous  already,  and  we  felt  that  they  had  enough,  without  giv- 
ing this  other  large  subject  to  them.  We  thought  it  was  wise  to 
keep  these  committees  separate,  at  least  for  the  present. 

The  PRESIDENT.  You  will  vote  on  the  motion  of  Mr.  Eshleman. 
The  motion  was  agreed  to. 

Mr.  HILLYER,  of  Georgia.  Mr.  President,  that  action  having 
been  taken  by  the  Association,  it  opens  an  opportunity  which  I 
think  it  would  be  wise  for  us  to  avail  ourselves  of.  The  resolution 
which  I  offered  yesterday  Avas  hastily  drawn  in  pencil  while  the 
debate  was  going  on,  and  doubtless  not  perfect  in  its  wording  or 
language,  but  it  related  to  a  subject  which  I  think  challenges  the 
thought  and  duty  of  the  Association. 
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I  move  that  the  action  of  the  Association  in  rejecting  that 
resolution  be  reconsidered,  with  notice  that  I  shall  then  move  to 
refer  the  resolution  to  this  Committee  on  Valuation,  so  that  the 
subject  may  be  considered  by  that  committee. 

Mr.  ESHLEMAN,  of  California.  I  second  that  motion. 

The  PRESIDENT.  It  has  been  moved  and  seconded  that  the  action 
of  the  convention  with  reference  to  the  resolution  offered  by 
Judge  Hillyer  of  Georgia  yesterday  be  now  reconsidered. 

Mr.  MALTBIE,  of  New  York.  May  I  say  just  a  word  on  that? 

The  PRESIDENT.  Yes. 

Mr.  MALTBIE,  of  New  York.  The  suggestion  is  in  my  opinion  an 
exceedingly  good  one;  because  I  find,  in  talking  with  some  of  the 
members  of  the  Convention,  that  the  purpose  of  the  resolution 
was  misunderstood  yesterday  and  that,  if  the  action  taken  yester- 
day is  left  as  it  now  stands,  it  will  be  even  more  misunderstood, 
because  it  will  be  construed  as  a  repudiation  of  the  idea  that  in 
valuing  property  any  authority  doing  the  work  shall  have  the 
right  to  consider  whether  the  actual  expenditure  was  wisely  and 
necessarily  made.  Now,  the  courts  have  been  very  careful  so  far 
to  put  in  words  something  to  this  effect,  that  the  expenditure 
was  reasonably  required,  that  the  road  was  wisely  built,  that  it 
was  built  to  serve  public  convenience  and  necessity,  and  they 
have  intimated,  and  some  of  the  commissions  have  ruled  already, 
that  expenditures  that  were  unwise,  that  were  not  -reasonably 
required,  that  are  wasteful,  were  not  deserving  of  as  much  con- 
sideration at  least — that  is  putting  it  mildly — as  expenditures 
for  property  which  was  wisely  constructed.  I  think  that  was  the 
object  of  Judge  Hillyer's  motion  yesterday,  and  many  of  us  be- 
lieve it  is  a  factor  that  ought  to  be  taken  into  consideration,  and 
that  the  convention  ought  not  flatly  to  vote  down  such  a  resolution 
as  was  offered  yesterday.  I  am  in  favor  of  this  motion  to 
reconsider. 

The  motion  to  reconsider  was  agreed  to. 

Mr.  HILLYER,  of  Georgia,  I  now  move  to  refer  the  resolution 
to  the  Committee  on  Valuation. 

Mr.  ESHLEMAN,  of  California.  I  second  the  motion. 

The  motion  was  agreed  to. 

Mr.  MALTBIE,  of  New  York.  Mr.  President,  the  next  matter 
which  I  wish  to  bring  up  is  mentioned  in  the  report  presented  by 
Commissioner  Eshleman  and  myself,  although  it  is  perhaps  some- 
wliat  out  of  line  with  the  matters  that  were  directly  referred  to 
our  committee.  Nevertheless  I  wish  to  present  this  resolution, 
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and  to  state  my  reasons  for  offering  it.    It  came  up  also  in  con- 
nection with  the  report  of  another  committee : 

"RESOLVED,  That,  it  is  the  opinion  of  this  Convention  that  property  shall  not 
be  entered  upon  the  books  of  account  of  any  company  in  excess  of  the  actual  cash 
cost." 

I  move  the  adoption  of  that  motion. 

The  PRESIDENT.  Is  there  any  discussion  of  this  resolution? 
Mr.  MALTBIE,  of  New  York.  You  will  notice  that  this  resolution 
says: 

"RESOLVED,  That,  it  is  the  opinion  of  this  Convention  that  property  shall  not  be 
entered  upon  the  books  of  account — 

I  wish  to  emphasize  the  words  "books  of  account."  It  does 
not  mean  that  it  shall  not  be  entered  somewhere  on  the  books  of 
the  company,  but  that  it  shall  not  be  entered  upon  the  books  of 
account  of  any  company  in  excess  of  actual  cash  cost. 

That  brings  up  directly  the  issue  between  the  recommendation 
in  the  reports  of  the  two  committees. 

As  I  understand  it,  the  Interstate  Commerce  Commission  ac- 
counts, in  force  July  1,  1914,  provide  that  hereafter  a  company 
receiving  property  given  to  it  by  private  individuals  may  enter 
in  the  books  of  account,  on  the  asset  side,  that  property  not  at 
what  it  cost  the  company,  but  at  what  the  company  estimates  its 
value  to  have  been  at  the  time  it  was  given  to  the  company. 

The  system  of  accounts  also  indicates  that  this  does  not  allow 
the  company,  prior  to  July  1,  1914,  to  revalue  property  which  has 
been  entered  at  one  dollar,  or  a  nominal  consideration,  or  the 
actual  consideration  whatever  it  may  be,  to  revalue  that  property 
and  put  it  in  the  asset  account,  at  what  it  considers  its  present 
value  to  be  to-day.  It  does  not  say  that  that  is  impossible,  but 
merely  indicates  that  with  the  approval  of  the  Interstate  Com- 
merce Commission  that  may  be  done.  It  does  not  say  that  the 
Interstate  Commerce  Commission  will  not  refuse  to  do  it.  It  does 
not  say  that  the  Interstate  Commerce  Commission  will  do  it,  but 
there  is  at  least  an  implied  invitation  to  the  railroads  that  if  they 
want  to  bring  that  matter  before  the  Interstate  Commerce  Com- 
mission, for  property  given  to  the  railroad,  before  July  1,  1914, 
they  may  do  so. 

Now  I  think  a  number  of  members  of  the  convention  have  mis- 
understood what  was  said  in  our  report,  and  they  have  confused 
the  suggestion  that  all  property  be  entered  in  the  accounts  of  the 
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company  at  its  actual  cost,  with  the  question  of  whether  such 
property,  although  given  to  the  company,  shall  be  entitled  to  be 
valued  in  the  valuation  work  at  its  present  value,  and  shall  be 
included  among  the  property  upon  which  the  company  is  entitled 
to  a  fair  return  in  a  rate  case. 

This  resolution  does  not  cover  the  last  question  at  all  and,  for 
the  purposes  <of  discussion,  so  far  as  this  resolution  is  concerned, 
the  Interstate  Commerce  Commission  is  entirely  free  to  value 
property  which  has  been  given  to_  the  companies  at  its  present 
value  if  they  see  fit,  or  to  value  it  at  its  original  cost,  or  to  adopt 
some  other  plan,  whatever  that  plan  may  be.  This  resolution 
does  not  commit  this  convention  to  an  expression  on  that  subject. 
It  leaves  that  matter  entirely  open.  The  only  thing  that  the 
resolution  does  say  is  that  the  books  of  account  of  a  company  shall 
show  the  actual  cash  cost  of  the  property,  and  shall  not  allow  a- 
corporation  to  put  that  property  in  at  its  estimate  of  what  it 
considers  its  value  to  be. 

Now  what  does  it  mean?  We  have  got  to  look  backward  a 
little  to  appreciate  just  what  the  system  of  accounts  adopted  for 
July  1914  would  mean.  As  I  tried  to  make  clear,  it  does  not 
necessarily  apply  to  the  past,  but  see  what  it  would  mean  if  it 
were  applied  to  the  past,  and  from  that  we  get  some  idea  of  what 
it  will  mean  if  applied  to  the  future.  Take  the  Minnesota  rate 
case.  We  have  the  figures  on  that.  In  that  case  it  is  reported 
as  I  remember,  that  the  real  estate  cost  about  $4,000,000,  using 
round  figures.  The  land,  estimated  upon  its  present  cost,  was 
about  $17,000,000.  Now  if  this  rule  were  to  be  applied  to  the 
railroads  in  Minnesota,  land  which  was  given  to  them,  instead  of 
going  into  the  books  at  the  actual  cost,  would  be  in  the  asset  side 
of  the  accounts  at  $8,000,000  or  $9,000,000,  possibly.  Take  a  case 
in  our  own  State.  In  the  western  part  of  the  State  there  is 'a 
railroad  which  received  practically  all  of  its  right  of  way  for 
nothing,  because  the  people  in  that  section  wanted  .the  railroad 
built.  Now  what  does  the  rule  mean  in  that  case?  It  means  that 
the  company,  after  July  1,  1914,  would  not  put  that  land  in  the 
asset  account  at  what  they  actually  paid  for  it,  whatever  that  may 
be,  but  would  have  the  right  to  make  an  estimate  of  the  value 
of  that  land  and  put  it  into  the  asset  account  at  what  they  think 
its  value  is.  I  maintain  that  asset  accounts,  balance  sheets  con- 
taining asset  accounts,  built  up  on  the  estimated  value  of  prop- 
erty acquired  and  given  to  a  company,  instead  of  its  actual  cost, 
are  worse  than  the  present  balance  sheets,  and  some  of  them  are 
bad  enough  as  it  is,  because  they  do  not  show  actual  cash  cost, 
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And  it  seems  to  me  that  any  action  by  this  convention  which 
directly  or  indirectly  endorses  the  idea  that  property  may  be  put 
into  asset  accounts  upon  any  other  basis  than  actual  cash  cost 
is  a  step  in  the  wrong  direction.  Now  I  admit  that  the  rule 
applies  only  to  railroads,  but  what  does  it  mean  to  many  of  the 
commissions  here,  and  I  presume  most  of  the  commissions?  If 
that  principle  is  right  for  railroads,  it  is  right  for  other  public 
utilities.  If  it  is  right  for  railroads,  it  is  right  for  gas  companies, 
it  is  right  for  electric  companies,  it  is  right  for  telephone  com- 
panies and  for  every  public  service  corporation  of  every  kind. 
2^ow  some  of  the  States  actually  prohibit  the  placing  of  a  fran- 
chise in  the  asset  account  of  the  company  at  anything  other  than 
its  cash  cost,  and  it  is  a  right  principle,  and  it  has  been  adopted 
in  our  State,  because  utility  companies  have  been  in  the  habit  of 
putting  into  their  asset  accounts  franchises  given  to  them  by 
the  public  at  what  they  consider  them  worth,  and  perhaps  some- 
thing to  boot,  Now  if  it  is  right  for  a  railroad  company  to  put  into 
its  asset  account  property  donated  by  private  individuals,  at  other 
than  cost,  why  is  it  not  right  for  a  gas  company  using  the  streets 
of  a  city  to  put  in  its  rights  at  something  besides  cost? 

There  are  a  number  of  cases,  and  I  have  asked  some  of  the 
persons  interested  in  the  adoption  of  this  rule  to  give  me  rulings 
upon  certain  points,  and  what  have  I  secured?  I  have  secured 
a  curious  collection  of  contradictory  rulings. 

Let  us  see  what  some  of  the  questions  are  that  will  arise,  and 
I  must  beg  your  pardon  for  taking  so  much  time,  but  I  think  you 
will  see  that  the  more  we  go  into  it  the  greater  the  importance 
of  this  ruling.  It  has  been  done,  as  I  find,  without  the  assent  of 
the  railroad  commissions  and  public  service  commissions  through- 
out the  United  States.  What  are  some  of  the  cases? 

In  the  first  place  we  will  take  land  bought  for  full  value.  What 
does  that  go  into  the  accounts  at?  They  say  that  goes  into  the 
accounts  at  'actual  cost,  at  full  value. 

Second,  land  bought  for  part  value — where  a  man  has  said, 
''Well,  if  you  are  going  to  build  a  railroad,  give  me  $20  an  acre 
and  I  will  donate  the  rest."  Now  if  it  is  right  to  say  that  a  com- 
pany may  estimate  the  fair  value  of  the  land  where  it  is  given  to 
them,  why  is  it  not  right  to  say  that  they  shall  estimate  the  fair 
value  of  the  land  where  somebody  sells  them  land  at  less  than 
what  he  can  sell  it  to  somebody  else.  That  is  a  donation  by  a 
private  individual  of  part  of  the  value,  and  if  they  have  the  right 
where  an  individual  does  not  ask  anything,  why  have  they  not 
the  right  in  that  case? 
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The-  next  case  is  where  they  get  property  for  one  dollar,  a 
nominal  consideration.  That  is  often  done,  because  some  persons 
in  giving  property  to  the  railroads  are  so  suspicious  about  what 
will  actually  be  done  that  they  demand  a  contract  and  they  say, 
"We  will  give  you  this  land  for  one  dollar,  a  nominal  consider- 
ation, upon  agreement  by  you  to  build  the  railroad."  Now  the 
company  acquires  that  land  for  a  consideration  of  one  dollar.  I 
asked  one  of  the  persons  interested,  at  what  amount  does  that 
land  appear  in  the  balance  sheet?  Well,  one  of  them  said  at  one 
dollar.  Others  said,  "\Vhy,  that  is  merely  a  nominal  considera- 
tion. That  is  practically  a  gift  and  that  should  go  in  on  the  asset 
side  at  what  the  company  considers  it  worth." 

Now  you  see  how  the  question  begins  to  open  up.  Take  the 
next  case,  of  land  given  by  a  private  individual.  I  am  talking 
always  about  private  individuals.  I  will  come  to  the  government 
in  a  moment.  Land  is  given  to  the  company,  donated  for  various 
reasons.  People  may  want  the  railroad  built,  they  may  want  the 
right  of  way  changed,  they  may  want  a  spur  built  or  what  not, 
or  they  may  want  a  better  railroad  station  than  they  have.  At 
what  price  does  that  land  go  in?  Why,  that  goes  in  at  the  com- 
pany's estimated  value  of  the  property  which  they  acquired,  not 
at  what  they  paid  for  it,  but  at  the  estimated  value. 

Now  turn  to  the  case  where  the  government  gives  land  or  prop- 
erty to  a  company.  As  I  understand  it,  in  that  ease,  because  the 
government  gives  land  or  property,  it  does  not  go  in  at  the  esti- 
mated value,  but  it  goes  in  at  zero  because  it  is  given  by  a  public 
authority.  I  may  be  wrong  about  that.  I  am  not  so  sure  about 
the  rulings,  on  all  these  points,  because  there  is  a  difference  of 
opinion.  Now  if  a  city  gives  a  franchise,  an  easement,  they  say, 
"No,  that  cannot  be  valued.  That  must  go  in  at  its  actual  cost ;" 
but  when  a  private  individual  gives  a  fee. simple  title  to  land, 
that  is  to  go  in  at  the  estimated  value  of  what  it  is  worth.  A  fee 
simple  title,  yes,  but  an  easement,  no.  Mr.  Thorne  says  I  have 
persuaded  him,  and  I  hope  so ;  and,  if  I  have,  I  am  willing  to  stop 
right  here,  because  I  take  it  Mr.  Thorne  is  anxious  to  go  home. 
(Laughter.) 

Mr.  ESHLEMAN,  of  California.  I  want  to  say  that  I  think  Mr. 
Maltbie  has  persuaded  us.  This  is  a  very  important  matter,  and 
I  suggest  that  we  have  a  vote  on  it.  I  do  not  want  to  stop  the 
discussion,  but  I  agree  with  Mr.  Thorne  that  we  have  a  lot  of 
other  important  things  to  come  up.  I  think  Mr.  Maltbie's  report 
and  mine,  and  his  speech,  have  persuaded  the  Convention  what 
we  ought  to  do. 
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Mr.  THORNE,  of  Iowa.  And  your  speech,  too. 

Mr.  W.  J.  MEYERS,  of  the  Interstate  Commerce  Commission. 
Are  you  going  to  hear  from  the  other  side? 

The  PRESIDENT.  The  previous  question  has  not  been  ordered. 

Mr.  W.  J.  MEYERS,  of  the  Interstate  Commerce  Commission. 
I  want  to  read  the  provisions  of  the  accounting  order,  so  that  the 
language  of  it  may  be  on  the  record.  There  may  be  some  mis- 
interpretation of  the  meaning  of  these  accounts. 

The  first  account  to  which  I  will  call  attention  is  No.  606  in 
the  Interstate  Commerce  Commission  account,  entitled  "Dona- 
tions." This  is  a  subdivision  of  the  profit  and  loss  account : 

"This  account  shall  include  amounts,  creditable  to  surplus,  of 
cash  or  its  equivalent  in  estimated  money  value  at  the  time  of 
acquisition  of  lands  or  other  property  donated  by  individuals  or 
companies  for  the  construction  or  acquisition  of  property.  It 
shall  also  include  donations  made  by  individuals  and  companies 
in  connection  with  the  construction  of  new  lines  for  the  purpose 
of  compensating  the  carrier  for  loss  anticipated  during  the  early 
period  of  operation. 

"Any  advances  made  by  individuals  or  companies  with  absolute 
or  conditional  provision  for  partial  or  complete  reimbursement 
shall  not  be  considered  a  donation  prior  to  the  fulfillment  of  all 
conditions,  and  then  only  to  the  extent  to  which  the  liability  for 
reimbursement  is  nullified  or  negatived.  Prior  to  such  deter- 
mination the  amounts  received  shall  be  credited  in  balance-sheet 
account  No.  778,  'Other  unadjusted  credits.' 

"NOTE. — Donations  made  by  States,  municipalities,  and  other 
public  corporations  as  their  contributions  toward  the  construction 
or  acquisition  of  property,  shall  be  included  in  balance-sheet  ac- 
count N"o.  754,  'Grants  in  aid  of  construction.' ' 

The  next  is  No.  754,  "Grants  in  aid  of  construction." 

"This  account  shall  include  the  estimated  money  value  at  time 
of  acquisition  of  land  and  other  grants  received  from  States, 
municipalities  and  other  public  corporations  as  their  contribu- 
tions toward  the  construction  or  acquisition  of  property  the  cost 
of  which  is  chargeable  to  investment  in  road  and  equipment." 

On  page  9  of  the  classification  of  Investment  in  Road  and 
Equipment  is  the  following : 

"2.  Items  to  be  charged :  To  these  accounts  shall  be  charged 
the  cost  of  original  road,  original  equipment,  road  extensions, 
additions,  and  betterments;  also  the  estimated  values  at  time  of 
acquisition  of  right  of  way  and  other  road  and  equipment  prop- 
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erty  donated  to  the  carrier,  except  that  unless  authorized  by  the 
Commission  no  charges  shall  be  made  to  these  accounts  after 
July  1,  1914,  for  donations  received  previously  to  that  date.  Ap- 
plications to  the  Commission  for  including  such  items  in  the  road 
and  equipment  accounts  shall  contain  full  information  concerning 
the  source  and  character  of  the  donations." 

At  the  time  these  committee  reports  were  called  to  the  attention 
of  the  members  of  the  Commission,  the  Acting  Chairman,  Com- 
-  missioner  Clements,  called  the  attention  of  the  Division  of 
Accounts  to  the  matters  contained  in  the  two  reports  now  under 
discussion,  and  that  Division  prepared  two  memoranda  on  the 
subject,  which  have  been  handed  to  me  for  presentation  here. 
The  first  memorandum  reads  as  follows : 

"The  following  statement  is  respectfully  submitted  relative  to 
the  suggestions  appearing  on  pages  14  and  15  of  the  'Report  of 
the  Committee  on  Railroad  Taxes  and  Plans  for  Ascertaining 
Fair  Valuation  of  Railroad  Property,'  to  the  National  Asso- 
ciation of  Railway  Commissioners,  concerning  the  provisions  of 
the  revised  accounting  rules  relative  to  'costs'  and  'donations' :. 

"The  paragraph  quoted  with  respect  to  costs  on  page  14  appears 
in  section  2  of  the  general  instructions  for  the  Classification  of 
Investment  in  Road  and  Equipment.  This  paragraph  should  be 
considered  in  connection  with  the  first  paragraph  of  this  section, 
which  is  as  follows : 

"  'To  these  accounts  shall  be  charged  the  cost  of  original  road, 
original  equipment,  road  extensions,  additions,  and  betterments; 
also  the  estimated  values  at  time  of  acquisition  of  right  of  way 
and  other  road  and  equipment  property  donated  to  the  carrier, 
except  that  unless  authorized  by  the  Commission  no  charges  shall 
be  made  to  these  accounts  after  July  1,  1914,  for  donations  re- 
ceived previously  to  that  date.  Applications  to  the  Commission 
for  including  such  items  in  the  road  and  equipment  accounts  shall 
contain  full  information  concerning  the  source  and  character  of 
the  donations.' 

"These  provisions  of  the  classification  were  prepared  with  a  full 
knowledge  that  difficulties  might  arise  in  the  determination,  at 
the  time  of  acquisition,  of  the  values  of  assets  donated  to  carriers. 

"Under  the  valuation  amendment  to  the  Act  it  is  required  that 
'the  Commission  shall  ascertain  and  report  the  amount  and  value 
of  any  aid,  gift,  grant  of  right  of  way,  or  donation  made  to  any 
common  carrier  or  to  any  previous  corporation  operating  such 
property  by  the  Government  of  the  United  States,  or  by  any  State, 
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County,  or  municipal  government,  or  by  individual  associations 
or  corporations,'  and  it  is  further  required  that  'upon  the  comple- 
tion of  the  valuation  herein  provided  for  the  Commission  shall 
thereafter  in  like  manner  keep  itself  informed  of  all  extensions 
and  improvements  or  other  changes  in  the  condition  and  value  of 
the  property  of  all  common  carriers,  and  shall  ascertain  the  value 
thereof.'  It  was  considered  thjat  these  requirements  would  be  a 
safeguard  against  the  abuses  in  accounting  for  donations  under 
the  accounting  rules,  for  the  reason  that  any  irregularity  in  the 
application  of  these  rules  was  bound  to  be  detected  in  the  progress 
of  the  valuation  work. 

"The  quotation  in  the  report  from  profit  and  loss  account  No. 
606,  'Donations,'  contains  only  the  first  paragraph  of  the  text  of 
that  account.  The  remainder  of  the  text  is  as  follows : 

"  'Any  advances  made  by  individuals  or  companies  with  abso- 
lute or  conditional  provision  for  partial  or  complete  reimburse- 
ment shall  not  be  considered  a  donation  prior  to  the  fulfillment 
•of  all  conditions,  and  then  only  to  the  extent  to  which  the  lia- 
bility for  reimbursement  is  nullified  or  negatived.  Prior  to  such 
determination  the  amounts  received  shall  be  credited  in  balance- 
sheet  account  No.  778,  "Other  unadjusted  credits." 

"  'NOTE. — Donations  made  by  States,  municipalities,  and  other 
public  corporations  as  their  contributions  toward  the  construction 
•or  acquisition  of  property  shall  be  included  in  balance-sheet  ac- 
count No.  754,  "Grants  in  aid  of  construction." 

"It  is  true  that  under  this  plan  of  accounting  the  surplus 
account  is  augmented  by  the  amount  of  such  donations  as  are 
made  without  provision  for  reimbursement,  and  of  donations  made 
with  such  provision,  after  the  fulfillment  of  all  conditions.  It 
should  be  recognized,  however,  that  the  surplus  account  is  merely 
the  difference  between  the  assets  and  the  liabilities  of  the  cor- 
poration, as  stated  in  the  balance  sheet.  The  inclusion  of  such 
donations  in  this  account  is  proper,  for  the  reason  that  the  cor- 
porations own  the  assets  without  liability  for  reimbursement 
therefor. 

"Failure  to  include  such  items  in  the  accounts  of  carriers  would 
result  in  an  incorrect  statement  of  their  affairs,  and  the  assets 
thus  acquired  would  constitute  a  so-called  'secret  reserve.' 

"The  question  as  to  whether  it  is  or  is  not  proper  for  carrion* 
corporations  to  distribute  any  portion  of  these  assets  as  dividends 
has  not  been  considered  as  coming  within  the  province  of  the 
accounting  rules.  The  accounting  rules,  however,  are  designed 
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to  clearly  indicate  all  sources  from  which  the  surplus  of  carriers 
is.  derived.  Surplus  resulting  from  donations  has  been  considered 
of  sufficient  importance  to  justify  the  requirement  that  the 
amounts  from  such  sources  shall  be  stated  in  a  specific  account, 
where  they  may  be  readily  located  by  all  investigators. 

"The  rule  with  respect  to  charges  to  operating  expenses  for 
certain  additions  and  betterments  referred  to,  is  assumed  to  be 
contained  in  the  following  paragraph  of  section  2  in  the  general 
instructions  for  the  Classification  of  Investment  in  Road  and 
Equipment : 

"  'If  the  total  cost  of  additions  and  betterments  to  any  class  of 
equipment,  or  any  class  of  fixed  improvements  (except  tracks), 
under  a  general  plan,  considered  as  a  whole,  is  less  than  $200,  the 
option  may  be  exercised  of  charging  the  amount  expended  to  the 
appropriate  account  in  Operating  Expenses.  This  rule  is  not  to 
be  construed  as  authorizing  the  parceling  of  expenditures  in 
order  to  bring  them  within  this  limit.' 

"Practically  the  same  provision  was  contained  in  the  account- 
ing rules  effective  before  July  1,  1914.  The  purpose  of  the  rule 
is  to  relieve  carriers  of  an  undue  refinement  in  accounting  for 
small  items  of  betterments  made  in  connection  with  maintenance 
work." 

The  second  memorandum  handed  to  me  to  read  into  the  record 
is  this: 

"In  accordance  with  verbal  request,  the  following  statement  is? 
respectfully  submitted  relative  to  the  suggestions  appearing  on 
pages  15  and  16  of  the  'Report  of  the  Executive  Committee  on 
Valuation  of  Common  Carriers,'  to  the  National  Association  of 
Railway  Commissioners,  concerning  the  provisions  of  the  revised 
accounting  rules  w^ith  respect  to  the  accounting  in  connection 
with  donations  to  carriers  incident  to  the  acquisition  of  railway 
property : 

"From  an. accounting  standpoint  there  are  two  distinct  phases 
of  the  question  to  be  considered.  The  first  is  that  of  a  proper 
record  of  the  assets  acquired;  the  other  is  that  of  the  liability 
incurred. 

"It  seems  appropriate  to  explain  briefly  the  provisions  of  the 
accounting  rules  with  respect  to  each  phase  of  the  accounting  and 
the  reasons  for  the  adoption  of  these  provisions. 

"The  rules  require  that  after  July  1 ,  1914,  there  shall  be  stated 
for  all  railway  physical  property  acquired  by  carriers  the  actual 
cost  if  purchased  or  constructed  by  them,  and  the  estimated 
value  at  the  time  of  acquisition,  of  all  property  donated  to  them. 
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There  are  important  reasons  for  recording  the"  value  of  property 
owned  by  carriers  through  donations.  Under  section  20  of  the 
Act,  the  Commission  is  authorized  to  require  annual  reports,  and 
it  is  further  provided  that  such  reports  shall  show,  among  other 
things,  'the  cost  and  value  of  the  carrier's  property,'  and  'the 
operating  and  other  expenses.' 

"The  accounting  rules  are  designed  to  provide  the  records  from 
which  carriers'  returns  of  cost  and  value  of  property  and  of  ex- 
penses are  to  be  drawn.  The  entries  in  the  property  account 
with  respect  to  donated  property  provide  the  necessary  record  of 
the  value  of  the  property.  These  entries  also  provide  the  record 
from  which  an  important  element  of  expenses  is  determined,  for 
the  reason  that  the  depreciation  of  the  donated  property  is  prop- 
erly an  item  of  expense  to  be  charged  against  revenue.  Without 
the  record  of  the  original  value,  the  depreciation  expenses  are  not 
determinable. 

"The  accounting  for  the  liabilities  in  connection  with  dona- 
tions under  the  accounting  rules  varies  according  to  the  character 
of  the  donations.  In  case  the  donations  are  from  States,  munici- 
palities, or  other  public  corporations,  the  value  of  the  property  at 
the  time  of  acquisition  is  set  up  as  a  permanent  liability  in  the 
balance  sheet.  In  case  the  donations  are  from  others  than  public 
corporations,  with  absolute  or  conditional  provisions  for  partial 
or  complete  reimbursement,  the  liabilities  are  required  to  be  stated 
in  the  balance  sheet  as  unadjusted  items,  and  only  after  all  condi- 
tions for  reimbursement  have  been  fulfilled  are /the  values  of  such 
donations  to  be  credited  to  a  specific  account  in  Profit  and  Loss. 
It  is  only  the  values  of  donations  which  are  received  without 
provisions  for  partial  or  complete  reimbursement  that  are  directly 
creditable  to  Profit  and  Loss  when  received. 

"To  consider  the  application  of  the  accounting  rules  to  the 
illustration  given  in  the  report  of  the  Executive  Committee: 

"It  is  assumed  that  the  donation  of  f  25,000  is  without  con- 
dition, otherwise  the  credit  to  Profit  and  Loss  is  incorrect.* 
The  station  becomes  the  property  of  the  carrier,  and  its  cost, 
$50,000,  is  chargeable  to  the  property  account.  This  is  the  amount 
the  carrier  is  required  to  report  as  the  value  of  the  property  in  its 


*  The  text  of  profit  and  loss  account  No.  60fi,  "Donations."  contains  the  follow- 
ing provisions:  "Any  advances  made  by  individuals  or  companies  with  absolute 
or  conditional  provision  for  partial  or  complete  reimbursement  shall  not  be  con- 
sidered a  donation  prior  to  the  fulfillment  of  all  conditions,  and  then  only  to  the 
extent  to  which  the  liability  for  reimbursement  is  nullified  or  negatived.  Prior  to 
such  determination  the  amounts  received  shall  be  credited  in  balance-sheet  account 
No.  778,  'Other  unadjusted  credits.'" 
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returns  to  the  Commission.  If  the  salvage  value  of  the  building 
is  $2,000,  and  its  life  in  service  is  48  years,  the  service  value, 
$48,000,  must,  under  the  accounting  rules,  be  distributed  to  oper- 
ating- expenses  during  its  period  of  use,  or  must  be  charged  to 
them  at  the  time  of  its  replacement. 

"One-half  of  the  cost  of  the  station,  $25,000,  having  been  con- 
tributed by  the  corporation,  the  liability  therefor  would  be  in 
favor  of  its  shareholders.  The  excess  of  the  asset,  $50,000,  over 
this  liability  of  $25,000,  is  properly  stated  in  the  Profit  and  Loss 
account,  the  account  in  which  is  regularly  stated  the  difference 
between  the  assets  and  liabilities  of  carriers. 

"In  case  the  conditions  of  the  illustration  be  modified  some- 
what, the  donors  contributing  the  station  grounds,  costing,  or 
of  the  value  of  $25,000,  and  the  carrier  erecting  the  building  at 
a  cost  of  $25,000,  the  accounting  would  be  practically  the  same. 

"As  to  whether  or  not  the  surplus  of  assets  resulting  from  the 
transactions  is  properly  available  for  dividends  is  clearly  not  a 
matter  to  be  determined  by  the  rules  governing  accounts.  How- 
ever, if  the  corporation  is  permitted  by  law  and  elects  to  distribute 
this  surplus  in  any  manner  as  dividends,  the  accounting  rules 
permit  the  investigator  to  determine  the  extent  to  which  the 
donations  have  contributed  to  the  surplus. 

"As  to  whether  the  public  should  be  required  to  pay  a  rate 
sufficient  to  earn  a  fair  return  upon  the  full  cost  of  the  building 
is  again  a  matter  outside  the  province  of  the  accounting  regula- 
tions. These  rules,  however,  are  designed  to  provide,  for  the  use 
of  those  upon  whom  rests  the  responsibility  of  determining  the 
fairness  of  rates,  a  record  showing  the  original  cost  or  value,  when 
devoted  to  transportation  service,  of  all  property  used  as  trans- 
portation facilities,  the  amount  of  all  contributions  from  Govern- 
ment corporations,  and  of  donations  from  others  than  such  cor- 
porations. However,  no  separate  asset  account  for  donations  has 
been  provided,  for  the  reason  that  such  donations  are  frequently 
in  lump  sums,  applicable  to  no  particular  facility,  but  dis- 
tributable over  the  great  number  of  units  making  up  the  entire 
property. 

"It  may  be  appropriate  to  suggest  that  had  the  accounts  of  all 
carriers  been  always  kept  in  accordance  with  these  accounting 
rules,  the  principal  reason  for  a  valuation  of  railway  property 
would  not  have  existed." 

In  addition  to  this  memorandum  I  wish  merely  to  emphasize 
that  the  disbursement  of  any  assets  of  a  corporation  in  the  form 
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of  dividends  is  a  matter  governed  by  the  laws  of  the  State  creating 
the  corporation,  and  no  modification  of  accounting  can  have  any 
effect  on  that  question.  If  the  corporation  is  disbursing  its  assets 
unlawfully,  a  change  in  the  accounts  will  not  make  it  lawful ;  if 
lawfully,  a  change  in  the  accounts  would  not  make  it  unlawful. 
That  is  outside  of  the  province  of  any  accounting  order  or  system. 
And  the  same  remark  applies  to  the  basis  on  which  a  carrier  is 
entitled  to  earn  fair  returns.  The  inclusion  of  certain  items  on 
the  books  of  account  cannot  modify  the  fact  with  regard  to  the 
portion  of  its  investment  on  which  it  is  entitled  to  earn  fair 
returns,  or  the  value  of  its  investment. 

Mr.  ESHLEMAN,  of  California.  I  want  to  apologize  to  Mr. 
Meyers.  I  was  not  trying  to  shut  off  the  other  side.  I  was  trying 
to  shut  off  Mr.  Maltbie  and  our  side.  I  would  not  have  it  appear 
that  I  was  so  discourteous  as  to  want  to  suggest  to  Mr.  Meyers 
that  he  did  not  have  a  right  to  present  what  he  has  presented,  or 
anything  else  that  he  desired  to  present  on  the  subject. 

The  PRESIDENT.  The  following  resolution  is  offered  for  adoption : 

"RESOLVED,  That,  it  is  the  opinion  of  the  convention  that  property  shall  not  be 
entered  upon  the  books  of  account  of  any  company  in  excess  of  the  actual  cash 
coat." 

Mr.  POWELL,  of  Nebraska.  Mr.  President,  it  seems  to  me  it 
would  be  very  bad  action  on  the  part  of  the  convention  to  adopt 
this  resolution.  The  intent  of  it  is  all  right,  but  not  to  have  any 
account  set  up  at  all,  in  any  way  whatever,  for  property  that  is 
really  in  existence  and  in  use,  is  bad  practice.  You  can  enter 
your  counterbalancing  liability.  You  say  it  is  not  intended  to  be 
included  anywhere  in  the  account,  do  you  not? 

Mr.  MALTBIE,,  of  New  York.  Oh,  no,  I  will  answer  that. 

Mr.  POWELL,  of  Nebraska.  And,  the  fact  that  it  can  be  kept 
any  place  in  the  books  and  still  not  be  a  part  of  the  balance,  is 
a  bad  feature.  I  realize  fully,  or  think  I  do,  the  necessity  of 
having  a  definite  liability  account.  I  think  the  Interstate  Com- 
merce Commission  set  of  accounts  in  the  telephone  business  was 
bad  practice.  I  know  it  operated  so  in  our  State,  and  immediately 
the  company  set  that  up  on  the  books  as  an  asset,  and  they  thought 
they  could  distribute  it  as  a  dividend.  Of  course,  they  had  no 
more  money  to  pay  the  dividend  than  they  had  before.  I  under- 
stand the  resolution  to  provide  that  that  shall  not  become  a  part 
of  the  balance,  and,  if  you  say  it  is  all  right  to  do  it,  then  I  think 
Mr.  Meyers'  memorandum  here  has  covered  it  entirely. 
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Mr.  MALTBIE,  of  New  York.  My  idea  is  that  if  property  is  given 
to  the  company,  there  is  no  objection  whatever  to  a  record  being 
made,  we  will  say,  in  the  minutes  of  the  company,  because  those 
are  the  most  important  part  of  the  company's  records.  They  may 
make  an  entry  on  the  minutes  of  the  board  of  directors  of  the 
company,  saying  that  certain  property  has  been  given  to  the  com- 
pany, and  that  they  estimate  that  the  value  of  that  property  is 
a  million  dollars,  when  it  has  been  given  to  them  for  nothing. 
I  see  no  objection  whatever  to  that.  I  think  the  record  ought  to 
be  made  somewhere  in  the  books  of  the  company,  to  show  that 
they  have  received  certain  property,  and  identify  it  with  as  much 
detail  as  they  wish,  and  show  the  value  of  that  property  as  they 
estimate  it  to  be,  and  show  the  original  cost  of  it. 

Mr.  WILLIAMS,  of  Texas.  Will  the  gentleman  yield  for  a  ques- 
tion? 

Mr.  MALTBIE,  of  New  York.  Yes. 

Mr.  WILLIAMS,  of  Texas.  What  you  are  contending  for  is  that 
an  account  book  shall  state  the  fact  and  nothing  but  the  fact,  is 
it  not? 

Mr.  MALTBIE,  of  New  York.  That  is  a  part  of  it. 

Mr.  WILLIAMS,  of  Texas.  That  is  right,  isn't  it? 

Mr.  MALTBIE,  of  New  York.  But,  this  is  a  fact.  It  may  be  a 
fact  that  they  have  been  given  property,  but  you  do  not  present 
all  facts  in  the  balance  sheet, 

Mr.  WILLIAMS,  of  Texas.  It  is  also  a  fact  that  they  paid  nothing 
for  it,  and  that  that  ought  to  appear  there. 

Mr.  MALTBIE,  of  New  York.  Yes. 

Mr.  WILLIAMS,  of  Texas.  That  is  your  contention? 

Mr.  MALTBIE,  of  New  York/  Yes,  but  the  balance  sheet  cannot 
show  all  the  facts  of  the  company.  It  can  only  show  such  facts 
as  are  pertinent  there  and  as  can  be  expressed  in  dollars,  and  you 
have  to  put  the  property  into  the  asset  side  of  the  account  at  some 
item,  and  of  course  if  they  paid  the  cash  for  it,  I  hold  that  it  ought 
to  go  in  as  cash.  Now  there  is  no  objection  to  making  the  record 
in  the  minutes  of  the  company,  that  the  land  was  given  to  them, 
and  that  they  considered  it  worth  at  that  time  a  million  dollars, 
but  my  objection  is  to  it  going  into  the  balance-sheet  at  |1, 000,000. 

Mr.  WILLIAMS,  of  Texas.  You  need  not  address  your  argument 
to  me,  because  you  convinced  me  long  ago.\ 

Mr.  POWELL,  of  Nebraska.  I  did  understand  you  correctly  that 
you  do  not  want  it  to  appear  in  the  balance  sheet.  That  is  where 
I  think  you  may  be  mistaken. 
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Mr.  MALTBIE,  of  New  York.  I  want  it  to  appear  in  the  balance 
sheet  and,  if  it  is  land  given  to  them,  I  think  it  goes  in  under  right 
of  way.  I  think  it  goes  in  with  all  the  other  right  of  way  that  they 
have  acquired.  This  particular  piece  of  property  that  has  been 
given  to  them  goes  in  at  zero.  The  property  acquired  for  one 
dollar  goes  in  at  |1. 

Mr.  POWELL,  of  Nebraska.  If  it  goes  in  at  zero,  it  cannot  enter 
into  the  account,  can  it? 

Mr.  MALTBIE,  of  New  York.  The  asset  side  of  the  account  is  not 
a  list  of  the  property. 

Mr.  POWELL,  of  Nebraska.  It  most  certainly  is,  or  it  is  of  no 
value  in  making  the  return. 

Mr.  MALTBIE,  of  New  York.  I  beg  your  pardon.  The  asset  side 
of  the  account  does  not  show  the  property  that  they  have. 

Mr.  POWELL,  of  Nebraska,  In  some  place  or  other  it  must  show 
it.  How  would  it  get  an  entry  if  it  was  not  for  that? 

Mr.  MA.LTBIE,  of  New  York.  It  has  an  entry  in  the  account.  It 
•goes  into  the  account  like  everything  else,  at  its  actual  cost;  but 
when  you  want  to  know  what  property  the  company  has,  you  do 
not  find  a  statement  of  it  in  the  balance  sheet.  Most  of  the  rail- 
road companies  of  the  United  States  have  no  inventory  of  their 
property,  and  they  cannot  get  it  from  the  asset  account  any  more 
than  you  can  get  blood  out  of  a  turnip,  because  it  is  not  scheduled 
•.there. 

Mr.  POWELL,  of  Nebraska.  Just  one  moment.  I  do  not  suppose 
it  will  make  any  difference,  but  the  trouble  with  Mr.  Maltbie's 
resolution  is  that  lie  is  going  to  make  a  balance  sheet  for  a  com- 
pany that  is  not  a  true  balance  sheet,  and  that  is  bad  practice. 
There  is  no  objection  to  having  a  balance  sheet  that  contains  an 
•asset  of  a  building,  say  at  $50,000  and  an  entry  of  a  liability 
counteracting  that  asset,  that  shows  there  is  no  value  in  that.  I 
cannot  see  what  objection  there  would  be  to  that,  and  then  the 
transaction  is  complete.  It  is  in  the  books,  and  of  course  anybody 
who  is  foolish  enough  to  accept  that  building  at  $50,000  when 
there  was  no  value  in  it,  would  be  a  person  whom  it  would  be 
impossible  to  save  from  himself. 

Mr.  W.  J.  MEYERS,  of  the  Interstate  Commerce  Commission. 
There  is  one  aspect  of  this  case  that  is  not  provided  in  this  reso- 
lution, even  though  the  ideas  of  the  proponents  of  the  resolution 
are  to  be  accepted.  Suppose  this  is  a  gift  of  money,  gold  we  will 
say.  I  think  nobody  will  doubt  that  that  is  property,  and  yet  if 
it  is  an  absolute  gift,  the  resolution  would  require  that  it  should 
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not  be  entered  in  the  account  at  all.  Suppose  a  gift  of  f  10,000 
in  gold  was  made  to  the  company.  The  cost  of  that  to  the  cor- 
poration will  be  nothing.  Mr.  Maltbie's  resolution  would  exclude 
that  from  the  books  of  the  company. 

Mr.  MALTBIE,  of  New  York.  Mr.  President,  I  dislike  very  much 
to  take  the  time  of  the  convention,  but,  if  an  answer  is  desired  to 
that  proposition,  I  will  make  it.  My  objection  is  a  fundamental 
one.  I  object  to  anybody  putting  a  value  on  property,  and  having 
that  valuation  go  into  the  asset  account,  when  the  price  they  paid 
is  not  definite.  When  you  get  land  given  to  you  you  can  say  that 
it  is  worth  anything  you  want  to  say  it  is  worth.  When  you  get 
$100,000  given  to  you,  you  cannot  do  that.  The  dollar  mark  is 
right  on  it.  There  is  no  question  about  it.  When  a  company  has 
$100,000  in  cash  given  to  it,  it  ought  to  show  $100,000  in  cash 
given  to  it. 

Mr.  POWELL,  of  Nebraska.  May  I  ask  you  a  question? 

Mr.  MALTBIE,  of  New  York.  Certainly. 

Mr.  POWELL,,  of  Nebraska.  What  would  be  your  entry  on  that 
proposition? 

Mr.  MALTBIE,  of  New  York.  Say  they  are  given  cash.  Do  you 
want  the  original  entry? 

Mr.  POWELL,  of  -Nebraska.  Yes. 

Mr.  MALTBIE,  of  New  York.  I  am  not  a  bookkeeper  by  pro- 
fession. 

Mr.  POWELL,  of  Nebraska,  No,  you  misunderstand  me.  What 
would  be  the  liability  to  get  the  advantage  of  it? 

Mr.  MALTBIE,  of  New  York.  I  should  show  it  on  the  liability 
side  as  a  donation  account  of  $100,000  given  to  the  company. 

Mr.  POWELL,  of  Nebraska,  Exactly.  That  is  what  I  think  ought 
to  be  done. 

Mr.  MALTBIE,  of  New  York.  Now,  I  would  not  have  it  in  the 
surplus  account,  or  have  it  covered  up  with  earnings  from  the 
operation  of  the  railroad. 

Mr.  POWELL,  of  Nebraska.  Absolutely  right,  but  let  it  show 
that  it  is  a  donation.  Call  the  account  whatever  you  want  to  call 
it  in  the  balance  sheet. 

Mr.  MALTBIE,  of  New  York.  I  beg  your  pardon.  It  goes  into 
the  profit  and  loss  account,  and  it  is  covered  up  there. 

Mr.  W.  J.  MEYERS,  of  the  Interstate  Commerce  Commission. 
But  it  is  reported  in  the  annual  report  as  a  donation. 

Mr.  MALTBIE,  of  New  York.  It  goes  into  the  profit  and  loss 
account,  and  it  ought  not  to  be  there. 
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The  PRESIDENT.  In  order  that  you  may  vote  intelligently  on 
this  resolution,  I  will  read  it  again : 

"RESOLVED,  That,  it  is  the  opinion  of  the  Convention  that  property  shall  not  be 
entered  upon  the  books  of  account  of  any  company  in  excess  of  the  actual  cash 
cost." 

The  resolution  was  agreed  to. 

Mr.  MALTBIE,  of  New  York.  Now,  I  promised  Mr.  Meyers  to 
bring  up  one  question.  He  seems  to  have  some  delicacy  about 
bringing  it  up,  because,  technically — and  it  is  only  technically— 
he  is  not  a  member  of  the  convention.  As  far  as  I  am  concerned, 
I  shall  be  glad  to  hear  him  at  any  time,  because  he  has  good 
reasons  for  everything  he  suggests.  I  may  not  agree  with  him, 
but  he  has  good  reasons  for  everything  he  suggests. 

The  SECRETARY.  I  may  say  that  Mr.  Meyers  is  a  member  of  the 
Convention,  an  honorary  member. 

Mr.  MALTBIE,  of  New  York.  I  took  the  statement  that  he  was 
not  a  member  from  Mr.  Meyers  himself.  Perhaps  I  should  not 
believe  everything  he  tells  me.  (Laughter.) 

Mr.  W.  J.  MEYERS,  of  the  Interstate  Commerce  Commission. 
I  have  no  vote  in  the  Convention. 

STATE  FORMS  FOR  ANNUAL  REPORTS. 

Mr.  MALTBIE,  of  New  York.  The  question  which  I  wish  to  bring 
up  is  that  of  printing  the  state  forms  for  annual  reports  of  steam 
railway  companies. 

Mr.  PRENTIS,  of  Virginia.  I  have  a  resolution  on  that  subject, 
which  I  wrould  like  to  present  before  you  proceed  to  discuss  it. 

Mr.  MALTBIE,  of  New  York.  I  was  going  to  present  one,  but  I 
will  hear  yon.  There  is  a  conflict  between  the  Interstate  Com- 
merce Commission  accounts  and  the  action  just  taken.  Now,  it 
is  a  practical  matter.  Personally,  I  should  like  to  see  the  com- 
mission's accounting  method  changed,  but  practically  I  do  not 
know  whether  it  can  be  or  not.  Yet  these  reports  ought  to  be 
printed  and  distributed;  but  we  are  getting  so  far  along  in  the 
proceedings  of  the  convention,  and,  as  this  matter  would  involve 
a  great  many  questions,  I  move  that  the  matter  of  printing  the 
reports  for  the  railroad  commissions  of  the  States,  be  referred  to 
a  committee  of  three  with  power  to  act,  They  can  take  up  the 
practical  questions  involved  and  dispose  of  them.  I  move  that  it 
be  referred  to  a  committee  of  three  with  power  to  act  on  it. 
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Mr.  PRENTIS,  of  Virginia.  Your  resolution  embodies  the  same 
idea  that  mine  does.  I  have  no  pride  about  it,  but  I  will  read 
the  one  I  have  prepared: 

"RESOLVED,  That  a  sub-committee  of  five,  composed  of  statisticians  of  State 
Commissions,  be  forthwith  appointed  to  revise  the  State  forms  for  annual  re- 
ports of  steam  railway  companies  to  conform  substantially  with  the  revised  form 
for  such  annual  reports  prescribed  by  the  Interstate  Commerce  Commission, 
omitting  matter  deemed  unnecessary,  and  that  if  such  revision  be  approved  by 
the  Committee  on  Statistics  and  Accounts,  such  revised  forms  may  be  used  for 
the  current  year." 

I  think  five  State  Statisticians  could  go  over  these  forms  and 
omit  what  the  States  do  not  want,  and  save  a  good  deal  of  space, 
and  that  it  might  be  done  for  the  current  year,  if  the  committee 
is  appointed  at  once. 

The  PRESIDENT.  Do  you  offer  that  as  a  substitute  for  the  original 
motion  ? 

Mr.  MALTBIE,  of  New  York.  I  have  no  objection  to  the  substi- 
tute. My  only  thought  was  to  refer  it  to  a  committee  with  power, 
so  that  they  could  deal  with  it  in  any  way  they  saw  fit,  when  they 
«ome  to  the  matter. 

The  PRESIDENT.  Do  you  accept  the  substitute  and  withdraw  the 
original  motion,  or  not? 

Mr.  MALTBIE,,  of  New  York.  Personally  I  should  prefer  leaving 
it  to  the  President,  and  not  limit  it  to  statisticians.  I  should 
prefer  to  see  some  members  of  the  State  commissions  themselves 
on  the  committee,  because  they  are  the  final  authority.  If  they 
want  to  call  in  forty  statisticians,  to  help  them,  I  have  no 
objection. 

Mr.  SHAW,,  of  Illinois.  I  was  thinking  that  perhaps  it  would  be 
well  to  have  a  committee  of  three,  as  suggested  by  Mr.  Maltbie, 
and  that  they  appoint  five  statisticians  as  provided  in  the  reso- 
lution. Let  the  statisticians  report  to  the  committee,  and  then 
the  committee  have  the  benefit  of  their  report,  and  have  power 
to  act. 

Mr.  PRENTIS,  of  Virginia.  I  am  afraid  you  are  making  it  com- 
plicated, so  that  we  will  not  get  immediate  action.  This  directs 
the  committee  to  be  appointed  immediately  and  provides  a  method 
by  which  revised  forms  can  be  promptly  provided  for. 

The  PRESIDENT.  Do  you  offer  that  for  a  substitute  or  not? 

Mr.  PRENTIS,  of  Virginia.  I  do. 

The  PRESIDENT.  Gentlemen,  you  have  heard  the  substitute 
offered  by  Judge  Prentis  of  Virginia. 
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The  question  being  taken,  the  substitute  was  rejected. 

The  PRESIDENT.  The  question  is  on  the  motion  offered  by  Mr. 
Maltbie. 

The  motion  was  agreed  to,  and  the  President  subsequently 
appointed  as  such  Committee,  Mr.  Maltbie  of  New  York,  Mr.  W. 
J.  Meyers  of  the  Interstate  Commerce  Commission,  and  Mr.  IT.  G. 
Powell  of  Nebraska. 

REPORT  OF  THE   COMMITTEE   ON   THE   AMENDMENT   OF   THE 
ACT  TO  REGULATE  COMMERCE. 

Mr.  BURR,  of  Florida.  Has  the  time  arrived  for  the  special 
order? 

The  PRESIDENT.  The  Convention  will  now  consider  the  special 
order  that  came  over  from  yesterday.  We  will  hear  from  Judge 
Clements  of  the  Interstate  Commerce  Commission. 

Mr.  BURR,  of  Florida.  Will  Judge  Clements  yield  to  me  for  a 
moment?  I  do  not  want  to  make  a  speech. 

Mr.  CLEMENTS,  of  the  Interstate  Commerce  Commission. 
Neither  do  I. 

Mr.  BURR,  of  Florida.  Mr.  President,  I  want  to  apologize  for 
saying  anything  again  on  this  subject,  but  it  has  been  suggested 
to  me  by  several  gentlemen  that  I  left  one  point  yesterday  with- 
out making  it  perfectly  clear,  and  that  was  how  this  Texas- 
Louisiana  disease  broke  loose  in  Florida.  I  referred  to  the 
violation  of  rules.  I  will  explain  that  they  were  violated  in  the 
construction  of  two  rates  wholly  within  the  State  of  Florida,  that 
is  where  freight  passes  over  two  lines  or  more  our  rules  provide 
that  the  two  rates,  when  it  is  a  two  line  haul,  shall  be  the  sum  of 
the  local  rates  less  ten  per  cent.,  and  in  the  case  of  a  three  line 
or  more  haul  the  rate  shall  be  the  sum  of  the  locals  less  20  per 
cent.  I  did  not  explain  that  clearly  yesterday,  and  I  would  like 
to  add  to  my  statement  of  yesterday  that  in  this  particular  case 
the  carrier  cancelled  the  tariffs  constructed  in  that  manner  and 
published  tariffs  showing  the  rates  to  be  the  full  sum  of  the  locals, 
and  in  justification  of  that  action  cited  the  Shreveport  case. 

Mr.  CLEMENTS,  of  the  Interstate  Commerce  Commission.  Mr. 
President,  on  behalf  of  the  members  of  the  Interstate  Commerce 
Commission  present,  I  desire  to  say  that  we  have  not  thought  it 
appropriate  to  take  any  part  in  this  discussion  respecting  the 
resolution  relating  to  the  Shreveport  case,  but  have  thought  that, 
under  the  circumstances,  it  would  perhaps  be  well  for  Mr.  Farrell, 
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who  represented  the  Commission  in  the  argument  of  that  case 
before  the  Supreme  Court  to  make  a  statement  of  the  questions 
as  presented  by  him  to  that  Court,  so  that  we  may  have  a  clearer 
understanding  of  the  matters  decided  by  the  Court  in  that  case. 
It  will  only  take  a  few  minutes  for  him  to  make  an  explanatory 
statement,  without  an  argument  on  one  side  or  the  other.  So,  I 
ask  the  privilege  of  introducing  Mr.  Farrell  for  that  purpose.  I 
want  to  say  further  that  we  have  not  thought  it  proper  for  the 
members  of  the  Interstate  Commerce  Commission  to  vote  on  this 
resolution. 

Mr.  KINKEL,  of  Kansas.  I  move  that  the  Convention  express  its 
desire  to  hear  Mr.  Farrell  and  that  the  privileges  of  the  floor  be 
granted  to  him. 

Mr.  WILLIAMS,  of  Texas.  I  had  desired  to  make  that  motion 
myself,  and  I  take  pleasure  in  seconding  it. 

The  PRESIDENT.  Gentlemen,  you  have  heard  the  motion  of  Mr. 
Kinkel  of  Kansas,  seconded  by  Mr.  Williams  of  Texas. 

The  motion  was  agreed  to. 

The  PRESIDENT.  Gentlemen  of  the  Convention,  I  have  the 
pleasure  of  introducing  to  you  Mr.  Farrell. 

Mr.  FARRELL.  Mr.  President  and  gentlemen  of  the  convention: 
At  the  present  time  I  am  employed  by  the  Interstate  Commerce 
Commission  as  the  solicitor  of  its  Division  of  Valuation,  and  what 
I  don't  know  about  valuation  matters  would  make  a  big  book. 
Previous  to  the  first  of  last  March,  however,  I  had  several  yearsr 
experience  in  rate  matters,  and  therefore  had  an  opportunity  to 
find  out  how  little  I  knew  about  rate  problems.  For  several 
years  I  was  the  solicitor  of  the  Commission  in  charge  of  litigation 
in  the  Federal  courts  in  cases  where  the  validity  of  orders  of  the 
Commission  had  been  challenged  by  one  party  or  another,  and  in 
that  capacity  it  became  my  duty  to  undertake  to  sustain  in  the 
Supreme  Court  the  order  of  the  Commission  in  what  is  known 
as  the  Shreveport  case.  While  there  were  two  cases,  there  was 
only  one  order  involved. 

I  listened  to  the  discussion  here  yesterday,  and  concluded  that 
the  gentlemen  of  this  convention  wished  to  pass  upon  the  reso- 
lution offered  by  Mr.  Williams  from  Texas  intelligently,  and  I 
was  fearful  that  some  of  the  reasons  advanced  to  the  Supreme 
Court  for  upholding  the  action  taken  by  the  Interstate  Commerce 
Commission  wTere  not  fully  understood. 

I  made  the  closing  argument  for  the  Government  in  that  case 
in  the  Supreme  Court  of  the  United  States  and,  if  I  said  anything 


S96  NATIONAL   ASSOCIATION    OF   RAILWAY    COMMISSIONERS. 

which,  influenced  the  Supreme  Court  Justices,  in  my  opinion  it 
was  my  explanation  as  to  what  would  result  if  that  Court  should 
determine  that  the  Interstate  Commerce  Commission  did  not  pos- 
sess the  authority  it  had  attempted  to  exercise  and  did  exercise 
in  making  the  order  in  question. 

The  point  was  this:  The  question  was  not  whether  a  federal 
officer  of  any  kind  should  have  authority  over  a  State  officer  of 
any  kind,  but  whether  anybody  in  the  world  should  have  the  right 
to  say  that  a  harmful  discrimination  as  between  a  State  rate  and 
an  interstate  rate  should  be  removed.  This  is  to  say,  I  explained  to 
the  Supreme  Court  that  if  it  decided  the  Interstate  Commerce 
Commission  did  not  have  the  authority  it  undertook  to  exercise 
in  that  case,  the  result  would  inevitably  be  that  each  State  would 
vie  with  each  other  State  for  the  purpose  of  seeing  which  could 
control  to  the  greatest  extent,  not  the  State  rates,  but  the  inter- 
state rates,  and  the  extent  to  which  one  State  as  compared  with 
another  could  control  interstate  rates  by  operating  upon  State 
rates  would  depend,  not  upon  the  size  of  the  State  necessarily, 
but  very  largely  upon  the  location  of  the  particular  State  oper- 
ating at  a  given  time. 

Therefore,  I  wish  to  call  to  your  attention,  and  have  you  con- 
sider, what  the  result  would  be  if  the  very  thing  you  advocate 
were  enacted  into  law.  I  will  put  it  a  little  differently :  Do  you, 
as  commissioners  representing  individual  States,  wish  to  be  in 
such  a  position  that  a  sister  State  can  get  an  advantage  over  you 
concerning  rates?  Whether  I  am  fair  in  making  the  statement 
is  for  you  to  judge;  but  if  it  be  true  that  a  State  can  make  any 
State  rate  it  pleases,  and  for  any  purpose  it  pleases,  so  long  as  it 
does  not  violate  the  fourteenth  amendment  as  to  confiscation,  then 
is  it  not  inevitable,  if  nobody  can  control  it  in  that  regard,  that 
a  State  can  control  interstate  rates  to  any  degree  it  sees  fit  to 
do  so  for  policy  reasons,  and  that  a  particular  State  can  make 
State  rates  so  low  that  an  interstate  shipper  cannot  get  into  its 
confines  and  compete  with  its  own  people?  Whether  that  is  true, 
is  for  you  to  say.  If  it  is  true,  then  the  question  to  be  determined 
by  this  convention  is  not  whether  the  federal  institution,  the 
Interstate  Commerce  Commission,  should  have  the  control  it  at- 
tempted to  exercise  in  that  case,  and  which  would  in  certain  cases 
interfere  to  some  extent  with  the  operations  of  State  commissions, 
but  whether  those  States  which  are  important,  comparatively 
speaking,  that  is,  important  as  compared  with  other  States,  shall 
have  the  greater  control  over  interstate  rates.  But,  gentlemen, 
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that  is  only  one  phase  of  this  matter.  If  the  Interstate  Commerce 
Commission  cannot  remove  and  prevent  a  harmful  discrimination 
brought  about  by  the  relation  of  a  State  rate  to  an  interstate 
rate,  does  it  not  inevitably  follow  that  the  Interstate  Commerce 
Commission  cannot  effectively  and  properly  control  other  kinds  of 
discrimination  pertaining  to  interstate  rates? 

Mr.  ESHLEMAN,  of  California.  May  I  ask  Mr.  Farrell  a  question? 

Mr.  FARRELL.  Certainly. 

Mr.  ESHLEMAIST,  of  California.  Is  it  your  contention  that  there 
could  be  any  discrimination,  when  reasonable  rates  are  involved 
on  both  sides? 

Mr.  FARRELL.  It  certainly  is.  I  am  glad  Mr.  Eshleman  has 
asked  that  question.  Let  me  explain  that.  If  I  understood  your 
President,  Mr.  Finn,  yesterday,  he  said  that  where  the  State  rate 
had  been  passed  upon  and  found  to  be  reasonable,  it  would  be 
impossible  for  an  undue  discrimination  to  exist  between  that  rate 
and  a  reasonable  interstate  rate. 

Mr.  FINN,,  of  Kentucky.  My  exact  language  was  this:  that  a 
rate,  which  was  just  and  reasonable  in  and  of  itself,  should  not 
be  said  to  discriminate  against  another  rate.1 

Mr.  FARRELL.  I  think  that  comes  to  about  the  same  thing.  Now, 
gentlemen,  I  have  for  several  years  been  earnestly  contending 
against  any  interference  by  the  courts  with  what  I  regarded  as 
administrative  work  peculiarly  within  the  legislative  field.  As 
I  understood  Judge  Williams  yesterday,  my  thought  with  refer- 
ence to  the  division  of  authority  as  between  legislative  functions, 
on  the  one  hand,  and  judicial  functions,  on  the  other,  is  the  same 
as  his.  I  have  been  contending  in  the  United  States  Courts  for 
several  years,  and  successfully,  I  will  say,  that  the  courts  are 
confined,  in  passing  upon  these  questions,  to  determining  whether, 
as  a  judicial  matter,  an  order  made  by  a  State  or  federal  authority 
acting  within  the  legislative  field  is  unlawful,  and  that  when  it 
comes  to  administrative  discretion  the  courts  have  no  right  to 
interfere  so  long  as  the  tribunal  acting  in  the  legislative  field 
"keeps  within  the  discretion  which  an  administrative  officer  must 
have  in  order  properly  and  effectively  to  perform  his  work.  Now, 
if  that  be  true,  you  can  see  it  follows  that  when  an  administrative 
tribunal  passes  upon  a  legislative  question  like  the  fixing  of  a 
rate,  or  determining  the  relation  of  rates,  and  an  order  is  made 
as  the  result  of  the  decision  reached,  and  is  challenged  in  court, 
the  court  cannot  pass  upon  the  merits  of  the  case.  It  cannot  pass 
upon  the  question  as  an  administrative  matter,  that  is,  the  ques- 
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tion  of  wh.eth.ey  the  regulation  is  proper.  Whether  the  particular 
rate  fixed  is  lower  than  it  should  be  or  not  quite  as  high  as  it 
might  be  is  not  a  question  for  the  court  at  all. 

Mr.  THORNE,  of  Iowa.  You  claim  that  the  Court  has  no  power 
to  pass  upon  the  question  whether  it  is  reasonable  or  not? 

Mr.  FARRELL.  So  far  as  the  federal  courts  are  concerned,  it  has 
been  absolutely  determined  by  the  Supreme  Court  of  the  United 
States  that  they  cannot  do  that.  They  can  pass  upon  the  ques- 
tion of  'whether  a  rate  violates  the  Constitution ;  but  the  reason- 
ableness of  the  rate,  the  administrative  power  of  the  matter  is  a 
thing  which  the  Court  cannot  pass.  upon. 

Mr.  THOMPSON,  of  Illinois.  Do  you  mean  that  the  determination 
of  the  administrative  body  is  a  finality? 

Mr.  FARRELL.  Provided  the  tribunal  that  makes  the  determina- 
tion has  authority  to  do  so  and,  in  acting,  does  not  go  outside  of 
the  authority,  which  usually  means,  does  not  act  arbitrarily;  in 
other  words,  does  not  act  without  some  evidence  to  support  its 
conclusion. 

Mr.  FINN,  of  Kentucky.  Then,  your  contention  is  that  the  ad- 
ministrative discretion  exercised  by  State  Commissions  in  fixing 
local  rates  should  iiot  be  conclusive  but  that  the  administrative 
discretion  of  State  Commissions  should  be  subject  to  review  by  the 
Interstate  Commerce  Commission. 

Mr.  FARRELL.  No,  the  point  I  am  trying  to  make  at  the  present 
time  is  this:  When  a  State  commission  passes  upon  the  reason- 
ableness of  a  rate,  that  is  an  administrative  matter,  and  so  far  as 
it  is  administrative  it  should  not  be  interfered  with  by  any  court, 
and  the  same  thing  is  true  when  the  Interstate  Commerce  Com- 
mission passes  upon  an  interstate  rate ;  so  they  will  stand  exactly 
alike.  That  is  to  say,  the  function  of  rate  making  is  not  judicial. 
When  the  State  Commission  on  the  one  hand  passes  upon  the 
reasonableness  of  a  rate,  that  is  final — subject  to  the  judicial 
review  I  have  spoken  of — and  the  same  thing  is  true  in  the  federal 
field  when  the  Interstate  Commerce  Commission  determines  the 
reasonableness  of  a  rate.  You  will  observe  that  there  are  two 
tribunals  passing  upon  the  same  question,  but  applied  to  different 
rates.  A  State  commission  passes  upon  the  reasonableness  of  a 
State  rate.  In  doing  so  it  may,  for  a  policy  reason,  make  a  par- 
ticular rate  lower  than  it  would  otherwise  make  it.  When  the 
federal  commission  passes  upon  an  interstate  rate  pertaining  to 
the  same  kind  of  traffic,  there  may  be  a  conflict  of  views  even 
•where  the  transportation  in  both  cases  is  over  the  same  distance,, 
on  a  particular  line,  under  the  same  circumstances. 
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Now,  what  I  am  trying  to  make  plain  in  that  connection,  before 
I  pass  to  the  next  point,  is  this :  It  does  not  follow,  that  because 
the  Supreme  Court  of  the  United  States  can  finally  pass  upon 
anything  done  by  a  State  commission  or  the  federal  commission, 
that  it  can  determine  this  question  of  relative  reasonableness  of 
rates.  That  is  what  I  am  trying  to  make  plain,  and  it  might  hap- 
pen that  a  State  rate,  made  by  a  State  commission  and  passed  up 
to  the  Supreme  Court,  might  be  sustained  by  that  court;  that 
another  rate  made  by  the  federal  commission  and  passed  up  to 
the  Supreme  Court,  would  be  sustained,  and  that  there  would 
nevertheless  be,  as  between  the  two,  a  harmful  discrimination. 
Therefore,  I  say  that  while  both  rates  may  be  reasonable  per  se, 
within  the  judicial  meaning  of  that  term,  there  may  be  as  between 
the  two  a  harmful  discrimination. 

I  did  not  wish  to  take  up  the  time  of  the  convention  to  argue 
this  question.  In  fact,  I  simply  wanted  to  place  before  you  the 
question  that  it  seemed  to  me  you  are  called  upon  to  decide,  which 
is  not  a  question  of  conflict  of  authority  between  the  federal 
commission  and  State  commissions,  but  the  question  of  whether 
you  wish  to  leave,  without  any  remedy  whatever,  the  discrimina- 
tions resulting  from  differences  between  State  and  interstate  rates, 
and  thus  suffer  from  harmful  and  unjust  discriminations  which 
cannot  be  removed. 

Mr.  ESHLEMAN,  of  California.  Will  it  bother  you  if  I  ask  you 
another  question? 

Mr.  FARRELL.  It  will  not  bother  me  at  all,  except  that  I  do  not 
wish  to  take  up  too  much  time. 

Mr.  ESHLEMAN,  of  California.  In  passing  upon  these  questions 
of  discrimination  between  State  and  interstate  rates,  is  it  your 
view  that  the  Interstate  Commerce  Commission  has  a  right  to 
strike  down  a  State  rate  as  being  in  conflict  with  an  interstate 
rate,  without  having  determined  that  the  State  rate  is  unrea- 
sonable? 

Mr.  FARRELL.  I  think  the  question  is  very  pertinent,  and  I* am 
glad  it  has  been  asked. 

Mr.  ESHLEMAN,  of  California.  If  you  answer  that  it  has  no 
right  to  strike  down  the  State  rate  without  having  determined 
the  State  rate  to  be  unreasonable,  then,  is  the  Interstate  Commerce 
Commission,  at  the  present  time,  equipped  to  go  into  all  the 
State  rates? 

Mr.  FARRELL.  I  would  not  care  to  discuss  the  latter  question 
at  all.  The  first  question  I  will  answer  to  the  best  of  my  ability. 
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If  I  understood  correctly  the  statement,  made  yesterday  by  some 
gentlemen  here,  it  was  that  if  the  Interstate  Commerce  Commis- 
sion, in  case  of  a  complaint  made  before  it  of  a  discrimination 
resulting  from  a  difference  between  StaJ;e  and  interstate  rates, 
should  find  that  discrimination  undue,  upon  that  simple  finding 
of  undue  discrimination  on  the  part  of  the  Interstate  Commerce 
Commission,  the  railroad  companies  involved  might  raise  a  State 
rate  which  was  lower  than  an  interstate  rate,  and  which,  because 
of  being  lower,  brought  about  the  discrimination.  That  is  not  the 
law  at  all,  gentlemen,  and  all  you  have  to  do  is  to  examine  the 
Shreveport  case  to  find  out  that  I  am  stating  the  exact  fact. 

Before  any  railroad  company  can  increase  a  State  rate,  made  by 
a  State  commission,  the  Interstate  Commerce  Commission  must 
determine  the  reasonableness  of  the  interstate  rate  with  which 
the  comparison  has  been  made,  but  it  must  go  further.  It  must 
examine  the  circumstances  and  conditions  surrounding  both  the 
interstate  and  the  State  transportation  and  ascertain  whether 'as 
between  the  State  traffic  and  the  interstate  traffic  there  is  in  fact 
substantial  similarity.  Now,  while  the  Interstate  Commerce  Com- 
mission might  decide  that  the  interstate  rate  should  be  not  more 
than  an  amount  stated,  and  the  State  commission  might  decide 
that  a  State  rate  should  be  not  more  than  a  certain  amount,  and 
the  State  rate  for  the  same  number  of  miles  might  be  less  than 
the  interstate  rate,  it  would  not  follow  that  the  railroad  company 
would  have  a  right,  in  complying  with  the  order  of  the  Interstate 
Commerce  Commission,  arid  it  would  not  follow  that  that  Com- 
mission itself  would  have  the  right,  to  make  an  order  requiring 
the  carrier  to  remove  the  discrimination  that  existed  between 
the  two,  because  that  would  be  laying  only  a  part  of  the  founda- 
tion that  it  is  necessary  for  the  Interstate  Commerce  Commission 
to  have  in  order  to  make  a  requirement  which  the  carrier  can. 
under  the  Supreme  Court  decision,  comply  with  by  ignoring  the 
order  of  the  State  commission  and  raising  the  State  rate. 

Mr.  TAYLOR,  of  Nebraska.  May  I  ask  a  question  there? 

Mr.  FARRELL.  Certainly. 

Mr.  TAYLOR,  of  Nebraska.  How  could  the  action  of  the  carrier 
in  removing  the  discrimination  be  prevented  by  the  State  author- 
ities? 

Mr.  FARRELL.  The  Shreveport  decision  does  not  give  the  carrier 
any  right  to  raise  the  State  rate  until  after  the  Interstate  Com- 
merce Commission  has  found  the  facts  I  have  mentioned,  that  is, 
found  that  the  interstate  rate  should  be  no  more  than  a  certain 
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amount,  found  that  the  transportation  to  which  the  interstate 
rate  applies  is  performed  under  circumstances  and  conditions 
substantially  similar  to  those  surrounding  the  transportation  to 
which  the  State  rate  applies,  and  then  pronounced  the  discrimi- 
nation between  the  two  to  be  undue.  Then,  if  I  understand 
correctly  the  Shreveport  case,  the  carrier  may  ignore  the  State 
order  and  raise  the  State  rate.  The  Interstate  Commerce  Com- 
mission must  find  the  circumstances  and  conditions  to  be  sub- 
stantially similar,  and  fix  the  reasonable  interstate  rate,  before 
any  interference  with  the  State  rate  by  anybody  except  the  State 
authority  can  possibly  take  place,  and,  of  course,  the  Interstate 
Commerce  Commission  cannot  operate  directly  at  all  upon  the 
State  rate. 

Mr.  TAYLOR,  of  Nebraska.  Then,  do  you  regard  the  procedure 
to  be  this :  that,  on  the  application  of  the  carrier  to  increase  the 
State  rate,  the  State  rate  is  automatically  suspended  until  the 
Interstate  Commerce  Commission  investigates  the  matter,  or,  does 
the  rate  filed  by  the  carrier  apply  at  once? 

Mr.  FARRELL.  That  is  another  pertinent  question.  I  think  one 
source  of  trouble  here  to-day — I  judge  from  the  discussion  I  have 
heard — is  that  the  railroad  people  are  putting  an  unwarrantable 
interpretation  upon  the  decision  of  the  Supreme  Court  in  the 
Shreveport  case. 

Mr.  YATES,  of  Illinois.  There  is  no  doubt  about  that, 

Mr.  BENTON,  of  New  Hampshire.  I  should  like  to  ask  this  ques- 
tion: Is  it  or  is  it  not  a  fact  that  the  intrastate  rates  in  Texas 
have  been  raised  since  the  decision  in  the  Shreveport  rate  case, 
and  also  has  the  Interstate  Commerce  Commission  found  the 
intrastate  rate  to  be  unreasonable,  and  indicated  the  extent  to 
which  the  intrastate  rates  must  be  modified  in  order  not  to  con- 
flict with  the  interstate  rate,  and  must  the  Interstate  Commerce 
Commission  under  the  Shreveport  case,  point  out  in  any  case  the 
extent  to  which  the  State  rate  must  yield? 

Mr.  FARRELL.  I  would  not  be  able  to  answer  the  question  that 
you  have  asked  concerning  what  has  been  done  by  tlio  Commission, 
because  for  some  months  I  have  been  out  of  the  rate  work.  Now, 
if  it  be  true  that  the  Shreveport  decision  does  give  the  Interstate 
Commerce  Commission  the  control  over  State  rates  that  I  under- 
stand has  been  contended  for  by  certain  carriers,  then  I  feel  cer- 
tain in  my  own  mind,  as  a  result  of  my  experience,  that  the  Inter- 
state Commerce  Commission  would  heartily  join  the  members  of 
this  Association  in  favoring  a  law  which  would  bring  about  a 
change. 
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Mr.  BENTON,  of  New  Hampshire.  You  do  not  understand  my 
question.  As  the  law  now  stands,  is  there  any  necessity  for  a 
finding  by  the  Interstate  Commerce  Commission  that  the  State  rate 
must  yield,  and  the  extent  to  which  it  must  yield? 

Mr.  FARRELL.  The  Interstate  Commerce  Commission  does  not 
operate  upon  the  State  rates  at  all.  It  simply  operates  upon  the 
interstate  rates.  In  the  first  place,  as  an  inevitable  consequence 
it  must  pass  upon  the  reasonableness  of  the  interstate  rate.  That 
is  the  starting  point,  and  after  it  has  fixed  the  reasonable  inter- 
state rate,  it  must  go  further  and  find  that  the  transportation  to 
which  the  interstate  rate  applies  is  performed  under  circumstances 
and  conditions  which  are  substantially  similar  to  those  surround- 
ing the  transportation  to  which  the  State  rate  is  applied,  where 
the  discrimination  which  is  considered  undue  by  the  complainant 
is  said  to  be  brought  about  by  the  relation  between  the  State  and 
interstate  rates. 

Now,  you  will  observe  that  even  though  the  interstate  rate  may 
T^e  applied  in  the  same  vicinity  where  the  State  rate  is  applied, 
nevertheless  a  lower 'State  than  interstate  rate  may  properly  be 
applied,  and,  even  though  the  rate  fixed  by  the  Interstate  Com- 
merce Commission  might  be  higher  than  the  rate  fixed  by  the 
State  commission,  it  would  not  follow  simply  from  that  fact  that 
there  was  an  undue  discrimination  between  the  interstate  and 
State  rates,  and  what  I  am  trying  to  make  plain  is  that  the  Inter- 
state Commerce  Commission  must  go  further  than  to  find  what 
would  be  a  reasonable  interstate  rate.  It  must  also  examine  and 
pass  upon  the  circumstances  and  conditions  pertaining  to  not  only 
the  transportation  to  which  the  interstate  rates  apply  but  also 
the  transportation  to  which  the  State  rates  apply. 

Mr.  WILLIAMS,,  of  Texas.  Will  you  yield  for  a  question?  I 
address  you  directly,  and  not  through  the  Chair,  because  I  have 
made  the  other  attempt  unsuccessfully.  Assuming  it  to  be  a  fact, 
as  I  know  it  to  be  a  fact,  that  the  rates  in  Texas  upon  certain 
lines  have  been  advanced  in  response  to  the  result  of  the  Shreve- 
port  case,  I  wish  to  ask  if  that  was  done  under  an  imperative 
order  of  the  Interstate  Commerce  Commission  that  the  rates  must 
be  equalized  by  a  definite  and  specified  time? 

Mr.  FARRELL.  In  the  Shreveport  case,  after  the  Commission 
had  fixed  the  reasonable  interstate  rates,  it  found  that  the  dis- 
crimination which  resulted  by  reason  of  lower  State  rates  was 
undue  and  required  the  carrier  to  remove  it.  That  was  the 
'Shreveport  case. 
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Mr.  WILLIAMS,  of  Texas.  And  the  carrier  was  obliged  to  act 
-within  that  time,  or  incur  heavy  penalties  and,  under  the  decision 
•of  the  Supreme  Court,  it  was  proper  to  act  to  its  best  advantage  by 
putting  in  the  highest  rate  it  could. 

Mr.  FARRELL.  In  the  case  you  refer  to,  the  Interstate  Commerce 
Commission  did  not  tell  them  how  they  were  to  act. 

Mr.  WILLIAMS,  of  Texas.  Is  not  that  historically  the  fact? 

Mr.  FARRELL.  I  do  not  know  myself  what  has  happened  since 
the  Shrevepprt  decision,  but  I  wish  to  conclude  now,  and  I  thank 
the  Convention  for  its  attention. 

Mr.  BURR,  of  Florida.  I  should  like  to  ask  you  a  question.  I 
think  you  made  reference  to  some  remark  that  I  made  yesterday. 
What  would  follow,  in  the  case  I  mentioned  in  Florida,  where 
the  carrier  has' advanced  its  intrastate  rate,  and  answered  that  it 
was  compelled  to  do  so  by  reason  of  the  Supreme  Court  decision 
in  the  Shreveport  case? 

Mr.  FARRELL.  That  does  not  make  it  so. 

Mr.  BURR,  of  Florida,  It  brings  about  a  law  suit,  whether  it  is 
right  or  wrong.  That  carrier,  in  applying  the  intrastate  rates, 
uses  the  full  State  local  rate,  using  the  sum  of  two  local  rates  to 
make  the  through  intrastate  rate,  and  its  contention  now  is  that, 
that  being  the  same  rate  prescribed  by  the  State  commission  for 
each  of  two  local  hauls,  the  order  of  the  State  commission  which 
imposes  a  through  intrastate  rate  which  is  ten  per  cent,  less  than 
the  sum  of  the  two  locals,  wTe  bring  about  a  lower  rate  on  a  joint 
haul  than  they  would  receive  if  it  was  hauled  in  interstate  com- 
merce, and  they  claim  that  by  this  decision  they  are  forbidden  to 
do  such  a  thing.  I  made  the  statement  that  if  in  the  litigation  of 
that  question  the  State  commission  should  lose  and  the  contention 
of  that  railroad  should  be  sustained,  then  every  other  carrier  in 
Florida  would  be  permitted,  under  such  conditions,  to  do  like- 
wise. I  should  like  to  have  you  answer  on  that  point. 

Mr.  FARRELL.  If  I  understand  Mr.  Burr  correctly,  the  question 
he  puts  to  me  has  been  answered  by  the  Supreme  Court  of  the 
United  States  in  the  Minnesota  rate  case;  not  in  the  Shreveport 
case,  but  in  the  Minnesota  rate  case*. 

In  the  Minnesota  rate  case  the  Supreme  Court  said  that  the 
mere  fact  that  a  rate  made  by  a  State  authority  was  shown  by 
the  carrier  to  be  much  lower  than  the  corresponding  interstate 
rate  made  by  the  carrier  itself  did  not  even  tend  to  show  that  the 
rate  made  by  the  State  authority  was  unlawful.  I  think  that 
covers  the  point. 
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Mr.  YATES,  of  Illinois.  I  want  to  ask  one  more  question.  I 
should  like  to  know  what  you  meant  when  you  said  that  if  this 
proposed  amendment  to  the  interstate  commerce  act  should  pass 
it  would  place  the  State  at  the  mercy  of  the  very  thing  AVG  seek 
to  avoid?  I  think  you  were  interrupted  and  did  not  complete 
your  statement  about  that,  or  perhaps  I  was  inattentive  and  did 
not  understand  your  reply. 

Mr.  FARRELL.  I  am  thankful  to  you  for  the  suggestion,  because 
it  covers  the  only  thing  I  was  anxious  to  explain  to  this  con- 
vention. 

'My  firm  conviction,  from  a  deep  study  of  the  subject  matter,  is, 
that  if  you  can  bring  about  exactly  what  I  understand  you  wish 
to  have  done,  it  will  be  a  great  detriment  to  effective  regulation, 
not  only  of  State  but  also  of  interstate  rates.  And  when  I  ox- 
plain  why  I  will  sit  down.  Suppose  for  the  sake  of  the  argument 
it  be  admitted  that  there  has  been  within  a  State  a  rate  made  for 
the  purpose  of  favoring  the  people  of  that  State,  on  grain  or  some 
other  traffic  of  consequence  to  the  shippers  of  the  country,  and 
there  has  been  a  corresponding  interstate  rate  made  which  is 
much  higher.  The  Interstate  Commerce  Commission  has  fixed 
the  interstate  rate  and  prohibited  the  carriers  from  going  beyond 
a  certain  sum  which  it  has  fixed  as  reasonable.  The  State 
authority  has  fixed  the  State  rate,  and  said  that  a  less  sum  rela- 
tively speaking  for  the  State  transportation  was  reasonable. 
There  is  beyond  question,  in  a  case  of  that  kind,  what  might  prove 
to  be  a  very  harmful  discrimination  as  between  the  interstate 
shipper  on  the  one  hand  and  the  State  shipper  on  the  other.  Now 
if  the  Interstate  Commerce  Commission,  on  complaint  filed  in  a 
case  of  that  kind,  has  no  power  to  remove  that  discrimination, 
which  may  in  fact  be  very  unjust,  it  is  of  course  true  that  no 
tribunal  in  the  world  can  remove  it.  In  cases  of  that  kind,  with 
the  bars  thrown  completely  down,  is  it  not  human  nnture  for 
different  State  commissions,  operating  primarily  in  the  interest 
of  the  shippers  of  particular  States,  to  undertake  to  get  for  ship- 
pers of  State  traffic  advantages  over  shippers  of  interstate  traf- 
fic? Is  it  not  certain  also  that  the  extent  to  which  one  State  can 
thus  secure  an  advantage  over  another  depends  upon  its  ability 
to  control  interstate  traffic  by  operating  upon  State  rates? 

Mr.  Fixx,  of  Kentucky.  Is  it  not  a  fact  that  many  States  had 
legislation  to  regulate  interstate  rates  before  the  Federal  govern- 
ment ever  attempted  to  regulate  interstate  rates ;  and  is  it  not  a 
fact  that  the  evils  which  you  complain  of  which  might  occur,  un- 
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less  Federal  authority  is  exercised  over  intrastate  rates,  did  not 
occur  when  the  Federal  government  had  no  authority  to  regulate 
any  rates? 

Mr.  THORNE,  of  Iowa.  I  suggest  that  after  this  question  is  an- 
swered we  might  let  the  argument  proceed. 

Mr.  FARRBLL.  I  did  not  intend  to  argue  it.  I  was  simply  an- 
swering a  question. 

The  PRESIDING  OFFICER.    Let  Mr.  Farrell  answer  the  question. 

Mr.  FARRELL.  If  I  understand  Mr.  Finn's  question,  his  view 
is  that  because  no  great  harm  has  come  in  the  past  from  the  op- 
portunity to  discriminate,  mentioned,  the  same  thing  would  be 
true  in  the  future  if  a  like  opportunity  were  presented.  Now  it 
is  true  that  previous  to  the  Shreveport  case  no  great  amount  of 
harm  had  been  done.  Some  individual  injury  had  occurred,  but 
the  absence  of  harm  resulted  from  two  facts :  First,  the  federal 
institution  did  not  know  whether  it  had  the  authority  it  exer- 
cised in  the  Shreveport  case,  and  second,  the  State  commissions 
did  not  know  whether  they  had  authority  to  operate  in  such  a 
way  as  to  interfere  with  interstate  traffic.  But,  in  my  opinion,  if 
definite  action,  depriving  the  Interstate  Commerce  Commission  of 
the  authority  it  exercised  in  the  Shreveport  case,  were  taken,  the 
discriminations  under  consideration  would  increase  in  number 
and  importance,  chaos  would  exist,  and  the  States  injured  by  the 
discriminations  would  have  no  tribunal  to  which  they  could  ap- 
peal for  relief.  I  thank  you,  gentlemen.  (Applause.) 

Mr.  THORNE,  of  Iowa.  Mr.  President,  I  move  that  the  vote  on 
this  subject  be  taken  not  later  than  12 :30  o'clock. 

The  motion  was  seconded. 

Mr.  ELMQUIST,  of  Minnesota,  Mr.  President,  I  want  it  dis- 
tinctly understood  that  Minnesota  at  this  time  does  not  recede 
from  the  attitude  which  it  has  all  along  token,  that  a  State  should 
have  the  right  to  regulate  State  commerce.  I  have  been  very 
much  interested  in  the  discussion  which  has  been  going  on  here 
for  the  last  two  days,  growing  out  of  the  Shreveport  decision.  I 
fool  that  many  of  us  are  unduly  anxious — 

Mr.  ESHLEMAN,  of  California.  As  the  time  is  so  short,  I  do 
not  like  to  call  a  point  of  order  on  the  gentleman,  but  he  has  not 
mado  any  motion.  There  is  a  motion  before  the  House,  and  I 
suggest  that  if  he  has  a  motion — 

Mr.  KINKBL,  of  Kansas.  We  have  heard  from  Mr.  Eshleman 
every  hour  in  the  day,  and  for  heaven's  sake  let  us  hear  from 
somoone  else. 
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Mr.  ESHLEMAN,  of  California.  Mr.  President,  I  resent  that 
suggestion.  I  have  tried  to  expedite  matters  as  much  as  any- 
one, and  Mr.  Kinkel  seems  to  have  tried  to  jump  on  me  at  every 
opportunity,  this  year  and  last  year.  If  he  wants  to  jump  on 
me  I  am  willing  to  jump  back.  I  merely  suggest  that  Mr.  Elm- 
quist  make  his  motion  first,  and  then  discuss  it. 

Mr.  RICHARDS,  of  South  Carolina.  I  do  not  know  who  made  the 
motion,  but  it  strikes  me  that,  on  such  a  vital  question  as  this,  there 
may  be  other  members  who  want  to  discuss  it,  and  I  do  not  be- 
lieve we  should  try  to  railroad  it  through.  I  hope  that  whoever 
made  the  motion  will  immediately  withdraw  it  and  let  the  gen- 
tleman proceed  as  long  as  he  chooses. 

The  PRESIDING  OFFICER.  The  question  recurs  on  the  motion  of 
Mr.  Thome,  that  a  vote  be  taken  upon  this  question  not  later 
than  12 :30  o'clock.  That  motion  was  seconded.  Now,  the  point 
of  order  is  raised  that  the  gentleman  who  has  the  floor  (Mr.  Elm- 
quist)  is  not  speaking  to  that  question. 

Mr.  ELMQUIST,  of  Minnesota,  I  was  going  to  offer  a  substi- 
tute. 

Mr.  ESHLEMAN,  of  California,    Offer  it  first. 

Mr.  ELMQUIST,  of  Minnesota.  I  am  very  sure  that  no  member 
of  the  Minnesota  Commission  has  trespassed  on  the  time  of  this 
convention  during  the  past  four  days.  The  motion  I  make  is 
this:  that  the  subject  matter  of  this  report  and  of  this  resolu- 
tion be  referred  to  the  Committee  on  Amendment  to  the  Act  to 
Regulate  Commerce,  and  that  the  Committee  report  at  the  next 
session  of  this  Convention. 

The  PRESIDING  OFFICER.    You  move  that  as  a  substitute? 

Mr.  ELMQUISTV,  of  Minnesota.  As  a  substitute  for  all  pending 
motions.  My  reason  for  that  is  that  I  believe  the  members  of 
this  Convention  are  unduly  excited  over  the  decision  that  has 
been  made  by  the  United'  States  Supreme  Court  in  the  Shreve- 
port  case.  That  decision  is  based  upon  an  aggravated  state  of 
facts.  I  think  it  far  better  for  the  States  to  refrain  from  taking 
action  upon  the  resolution  of  the  gentleman  from  Texas  during 
this  session,  because  none  of  us  know  just  how  far  the  Interstate 
Commerce  Commission  may  exercise  the  authority  which  is  con- 
ferred by  that  decision.  Minnesota  today  has  several  cases  pend- 
ing which  involve  the  application  of  the  Shreveport  decision.  I 
am  familiar  with  those  facts.  I  thoroughly  understand  the  sit- 
uation in  Minnesota,  and  under  the  decisions  I  am  not  fearful 
that  there  will  be  any  question  of  undue  discrimination  found 
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in  that  State.  I  believe  it  far  -better  to  rest  upon  that  decision, 
and  to  await  the  action  of  the  Interstate  Commerce  Commission 
during  the  ensuing  year,  so  that  we  can  find  out  definitely  how 
far  it  intends  to  construe  its  authority.  The  proposition  of  the 
gentleman  from  Texas  (Mr.  Williams)  means  that  we  must  go 
to  Congress  to  get  an  amendment  to  the  Act  to  Regulate  Com- 
merce. When  we  go  to  Congress  with  that  resolution  the  whole 
discussion  will  revolve  around  the  facts  in  the  Shreveport  case, 
and  it  will  be  extremely  difficult  for  the  State  commissions  to 
prevail  upon  Congresss  to  take  the  sort  of  action  which  we  hope 
it  will  finally  take.  I  think  it  far  better  that  the  Committee 
should  consider  this  question  during  the  coming  year,  and  make 
its  report  next  year. 

Mr.  TAYLOR,  of  Nebraska.  I  second  the  motion  of  the  gentle- 
man from  Minnesota.  I  have  listened  with  profound  interest  and 
profit  to  the  discussion  of  the  report  of  the  Interstate  Commerce 
Commission  this  morning,  and  it  corresponds  exactly  to  the  views 
I  have  entertained  throughout  this  entire  discussion.  In  my 
opinion  we  are,  as  the  gentleman  from  Minnesota  (Mr.  Elmquist) 
says,  unduly  aroused  over  a  misapprehension  of  the  application 
of  the  Shreveport  decision.  I  believe  the  interpretation  placed 
on  the  Shreveport  decision  by  the  critics  of  the  present  system 
disregards  the  peculiar  facts  upon  which  that  case  was  decided. 
I  think  it  supplementary  and  complementary  in  every  particular 
to  the  Minnesota  rate  case.  If  I  recall  the  fact  correctly,  the 
same  justice,  Mr.  Justice  Hughes,  wrote  the  opinion  in  both  cases. 
I  firmly  believe  that  if  another  case,  presenting  another  phase 
of  State  regulation,  comes  to  the  Interstate  Commerce  Commis- 
sion or  to  the  Supreme  Court  of  the  United  States,  we  will  get  an 
opinion  establishing  again  the  right  of  the  State  to  regulate.  Con- 
sequently, I  do  not  approve  of  action  at  this  time,  and  I  think  it 
exceedingly  unfortunate  that  the  matter  has  been  presented  at 
this  meeting.  For  that  reason,  I  heartily  approve  of  the  motion 
of  the  gentleman  from  Minnesota  (Mr.  Elmquist),  and  I  believe 
it  should  be  adopted  at  this  time. 

Mr.  THORNE,  of  Iowa.  Mr.  President,  I  have  listened  with  very 
great  pleasure  and  interest  to  the  most  able  and  adroit  argument 
of  the  former  General  Solicitor  for  the  Interstate  Commerce  Com- 
mission in  regard  to  this  subject.  I  have  the  highest  regard  for 
the  consummate  ability  and  splendid  force  of  that  man  as  it  has 
been  exemplified  time  and  again  in  cases  before  the  Supreme 
Court  of  the  United  States.  I  approve  of  much  that  Mr.  Farrell 


308  NATIONAL  ASSOCIATION    OF   RAILWAY    COMMISSIONERS. 

has  said.  I  believe  that  the  issue  here  has  been  misunderstood 
by  Mr.  Farrell.  I  took  no  part  in  the  discussion  of  yesterday 
or  the  day  before  on  this  question,  so  Mr.  Farrell' s  remarks  could 
not  possibly  have  referred  to  my  interpretation  of  the  Shreveport 
case. 

When  the  Minnesota  rate  case  came  up,  eight  States,  having 
seventy  cases  in  the  Federal  Courts  preventing  similar  issues, 
united  in  filing  a  petition  and  a  brief  as  amicae  curiae  before 
the  Supreme  Court  of  the  United  States.  I  think  we  helped 
in  a  modest  way  in  preserving  the  status  of  things  that  should 
continue  in  this  country  for  the  present.  Later  the  Shreve- 
port case  came  up.  It  was  again  urged  upon  me  by  one  or  two 
of  the  State  Commissions  that  we  should  intervene  in  that  case. 
I  had  read  the  statements  about  what  Texas  had  done.  I  had 
read  in  the  press  the  statements  that  Texas  was  building  a  wall 
around  that  'State  and  trying  to  build  up  home  industries,  to 
the  sacrifice  of  people  in  other  adjoining  States.  I  most  heartily 
repudiate  and  condemn  that  doctrine.  But  since  Mr.  Williams 
of  Texas  has  been  here  I  have  begun  to  form  doubts  whether 
those  statements  were  correct;  and  I  know  that  during  the  past 
year  so  many  miserable  falsehoods,  damnable  lies  and  libelous 
misrepresentations  have  been  peddled  throughout  this  country 
about  your  humble  servant,  and  spilled  out  of  the  mouths  of 
some  railway  officials,  that  I  begin  to  think  maybe  Mr.  Williams 
has  been  misrepresented.  But,  gentlemen,  that  is  not  the  issue 
before  you.  And  even  though  Mr.  Williams  and  the  Texas  Com- 
mission are  absolutely  wrong  in  this  controversy,  that  is  not  the 
issue  here.  It  is  not  Texas  versus  Louisiana,  I  am  going  to 
refer  to  the  Texas  doctrine  in  the  next  few  minutes  as  the  one 
that  we  popularly  conceived  it  to  be,  that  is  that  a  State  has  the 
right  to  make  a  discriminatory  rate,  and  that  it  should  be  per- 
mitted to  do  so  to  the  sacrifice  of  interstate  commerce.  That 
is  dead  wrong,  and  the  people  of  this  country  will  never  stand 
for  it,  and  there  is  not  a  State  Commissioner  in  this  room  who 
believes  in  it. 

Mr.  WILLIAMS,  of  Texas.  Will  the  gentleman  yield,  not  for  a 
question,  but  for  a  statement  which  is  pertinent  here? 

Mr.  THORNE,  of  Iowa.    Yes. 

Mr.  WILLIAMS,  of  Texas.  I  did  not  come  here  to  try  the  Shreve- 
port case.  The  Shreveport  rate  case  is  decided.  It  is  in  effect. 
Therefore  I  never  said  anything  about  our  rights  or  our  wrongs, 
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but  about  a  situation  which  is  applicable  to  the  whole  country. 
Permit  me  now  to  say  that  there  is  no  such  Texas  policy  in  exist- 
ence as  is  talked  about.  Permit  me  to  say  that  the  papers 
referred  to  in  the  able  opinion  of  Commissioner  Lane  were  writ- 
ten at  a  time  when,  if  you  will  look  up  the. history  of  your 
Interstate  Commerce  Commission,  you  will  see  that  it  was  power- 
less to  make  rates,  and  we  in  Texas  were  fighting  our  battles 
alone  without  help  anywhere,  and  that  the  very  quotation  made 
from  Judge  Reagan  said  that  we  would  go  to  the  Interstate  Com- 
merce Commission;  but  the  Supreme  Court  of  the  United  States 
soon  afterwards  decided  that  the  Interstate  Commerce  Commis- 
sion could  not  make  rates,  and  therefore  what  was  the  use  of 
going  to  them?  We  were  doing  the  best  we  could  by  ourselves. 
Texas  is  a  free  trade  State.  I  am  a  free-trader.  I  am  a  single 
taxer.  The  farmers  of  my  'State  are  not  fools.  They  would 
not  permit  us  to  tax  them  for  the  benefit  of  the  shippers.  Now 
whether  we  have  done  right  or  wrong,  that  is  a  matter  of  differing 
opinion. 

Mr.  THORNE,  of  Iowa :  Whether  Texas  is  right  or  wrong  is  not 
the  issue  to  which  I  am  going  to  confine  my  attention,  because 
I  do  not  know  and  I  have  not  the  time. 

Now  what  is  the  issue?  It  is  well  for  us  to  understand  clearly 
what  the  proposition  is.  And  I  am  going  to  ask  that  the  resolu- 
tion introduced  by  the  gentleman  from  New  Hampshire  (Mr. 
Benton)  may  be  read. 

The  PRESIDENT.    The  Secretary  will  read  it. 

The  SECRETARY  read  as  follows: 

Resolved,  that  in  the  opinion  of  this  Association  the  Act  to 
Regulate  Commerce  should  be  amended  by  adding  to  the  first 
section  thereof  immediately  following  the  present  proviso  the 
following : 

"And  provided  that  nothing  in  this  Act  nor  the  exercise  of  any  authority  by 
the  Interstate  Commerce  Commission  by  virtue  thereof  shall  absolve  any  rail- 
road or  other  common  carrier  from  obeying  any  rate,  rule,  regulation  or  practice 
of  any  State  with  respect  to  the  transportation  of  passengers  or  property  or  the 
receiving,  delivery,  storage  or  handling  of  property  wholly  within  one  State  and 
not  shipped  to  or  from  a  foreign  country,  from  or  to  any  State  or  Territory  as 
aforesaid  unless  and  until  the  Interstate  Commerce  Commission  shall  have  found 
the  same  to  be  unreasonable  and  to  be  discriminatory  in  relation  to  some  rate, 
rule,  regulation  or  practice  with  respect  to  the  interstate  transportation  of 
passengers  or  property,  prescribed  or  found  by  said  commission  to  be  reasonable, 
and  shall,  by  order,  have  prescribed  in  what  respect  and  to  what  extent  the  same 
shall  be  changed  to  avoid  the  discrimination  found  to  exist." 
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Mr.  THORNE,  of  Iowa.  Now,  gentlemen,  that  resolution  presents 
a  striking  contrast  to  the  resolution  offered  by  the  gentleman 
from  Texas  (Mr.  Williams).  It  even  goes  further  to  my  mind 
than  the  Shreveport  doctrine  as  popularly  conceived,  and  that 
is  the  issue  to  which  I  wish  to  call  your  attention. 

Mr.  Farrell  suggests  to  your  mind  that  perhaps  we  are  ex- 
aggerating the  effect  of  the  Shreveport  principle  as  laid  down. 
I  hope  he  is  correct,  but  it  is  a  legal  proposition  of  profound 
importance  to  you  and  to  me  and  to  the  Avhole  country.  The 
railway  attorneys  and  counsel  of  the  United  States  are  insisting 
that  the  effect  of  that  doctrine  is  that  the  Interstate  Commerce 
Commission  is  an  appellate  court  of  review  for  the  State  Com- 
missions, that  they  have  power  to  fix  State  rates,  that  the  effect 
is  to  wipe  out  State  regulation;  and  it  has  been  followed  by 
cases  brought  in  Minnesota,  Nebraska,  Florida,  Arkansas  and 
other  States  during  the  past  few  months.  If  they  are  able  to 
establish  that  principle,  it  means  that  State  regulation  is  prac- 
tically dead.  I  am  with  the  three  Interstate  Commerce  Commis- 
sioners Avho  filed  a  dissenting  opinion  in  the  Shreveport  rate 
case.  On  the  main  issue  whether  a  State  should  discriminate  in 
favor  of  home  industries,  I  am  with  the  people  who  say  that 
should  be  prevented.  On  the  issue  as  to  how  this  should  be 
brought  about,  what  are  the  arguments? 

The  best  way  I  can  illustrate  the  situation  is  to  give  you  a 
concrete  example.  In  the  State  of  Iowa  we  have  a  schedule  of 
rates  that  was  established  twenty-five  years  ago  and  has  been  in 
effect  ever  since.  These  rates  have  been  tested  in  the  federal 
courts.  The  federal  courts  have  refused  to  set  them  aside.  They 
have  been  investigated  a  second  time  by  the  State  commission,  and 
the  State  commission  refused  to  set  them  aside.  Traffic  has 
doubled  and  trebled  while  these  rates  have  been  in  effect.  In 
Nebraska  they  have  valued  their  railway  property  at  an  expense 
of  about  $50,000.  They  have  spent  an  additional  $35,000  in 
investigating  and  comparing  rates,  classes,  tonnage,  and  so  forth, 
and  arriving  at  a  reasonable  schedule  of  rates.  We  brought  a 
case  before  the  Interstate  Commerce  Commission.  We  secured 
a  new  set  of  interstate  rates.  Within  a  few  weeks  after  the 
Nebraska  schedule  was  established,  the  shippers  in  a  couple  of 
Iowra  cities  brought  an  action  before  the  Interstate  Commerce 
Commission,  attempting  to  apply  the  Shreveport  doctrine.  The 
dictum  in  the  Shreveport  case  is  what  the  Williams  resolution 
strikes  at,  primarily.  The  dictum  in  the  Shreveport  case  is  what 
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hazards  the  situation  between  our  two  States.  If  the  Shreve- 
port  rate  doctrine,  not  using  the  expression  as  Mr.  Farrell  used 
it,  but  using  the  expression  in  the  sense  that  we  all  believe  is 
wrong,  that  they  are  trying  to  get  established  in  court  now — 
and  the  moral  effect  of  your  action  to-day  will  have  more  influ- 
ence upon  the  result  than  anything  that  you  will  do  in  the  next 
five  years — if  that  Shreveport  doctrine  goes  through,  as  the  rail- 
way companies  claim  it  will  go  through,  it  will  result  in  the 
raising  of  the  Nebraska  rates  from  the  river  west.  If  you  raise 
the  Nebraska  rates  from  Omaha  into  Nebraska,  then  Lincoln 
will  have  the  advantage  over  Omaha,  Omaha  will  immediately 
insist  that  Lincoln's  rates  must  be  raised.  If  Lincoln's  rates 
are  raised,  other  jobbing  centers  will  have  the  advantage  over 
Lincoln,  and  Lincoln  will  demand  that  those  other  rates  shall 
be  raised,  and  your  whole  State  schedule  will  go  down  like  a 
house  of  cards.  The  same  thing  is  happening  to-day  down  south, 
in  Texas.  The  same  thing  is  going  to  happen  in  Florida,  If 
it  happens  in  Nebraska,  they  will  reverse  the  proposition,  and 
our  Iowra  schedule  will  come  tumbling  down,  like  a  house  of 
cards. 

The  Interstate  Commerce  Commission  is  one  of  the  great  tri- 
bunals of  this  country.  It  is  very  unfortunate  that  we  have  to 
discuss  an  issue  of  this  character.  I  do  not  see  how  we  can  avoid 
it.  I  have  alwrays  been  treated  with  the  utmost  courtesy  and 
respect  and  kindliness  upon  every  occasion  when  I  have  ap- 
peared before  that  Commission.  It  is  one  of  the  greatest  bodies 
of  men  in  the  nation.  But  I  must  discuss  this  proposition  frankly. 
Circumstances  compel  it.  The  Interstate  Commerce  Commis- 
sioners are  as  honest,  honorable,  able  men  as  you  find  anywhere; 
but  they  are  swamped  writh  work.  They  have  not  the  power 
to  give  one-tenth  of  the  attention  to  the  investigation  of  the 
State  rates  in  Nebraska  and  Iowa  that  those  State  commissions 
have.  You  are  having  an  examiner  out  at  Sioux  City,  a  clerk , 
in  the  employ  of  the  Interstate  Commerce  Cdmmission,  assigned 
to  hear  this  great  case.  If  it  was  before  a  federal  court,  we  would 
have  a  master  and  we  would  be  empowered  to  file  exceptions  to 
his  finding.  We  do  not  know  what  that  examiner  will  report 
to  the  Commission.  I  am  not  so  anxious  to  have  our  State 
schedules  wiped  off  the  map  with  haste  and  speed.  I  want  a 
thorough  and  exhaustive  investigation,  and  the  fact  is  that  to-day 
you  can  get  a  more  thorough  investigation  before  the  courts  on 
this  class*  of  cases. 
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I  cite  one  more  concrete  example  to  you.  Missouri.,  Arkansas 
and  Oklahoma  had  some  cases  involving  the  reasonableness  of 
their  freight  and  passenger  rates.  The  carriers  did  not  come 
forward  with  sufficient  evidence  to  prove  that  the  acts  of  those 
great  commonwealths  were  illegal.  The  burden  of  proof  was  on 
the  carriers.  The  Supreme  Court  of  the  United  States,  with  its 
power  to  pass  upon  those  issues,  said,  in  several  of  the  cases, 
that  the  carriers  had  not  sustained  their  burden  of  proof.  Did 
the  carriers  then  go  back  and  gather  this  additional  evidence 
and  come  to  the  Supreme  Court  with  it  to  prove  their  case? 
iNo.  What  happened?  Those  great  States  have  seen  fit  to  let 
certain  men  represent  them,  who  are  giving  their  lives'  work  to 
this  class  of  subjects;  these  gentlemen  thought  they  could  get 
a  similar  rate  on  interstate  traffic,  and  they  went  to  the  Inter- 
state Commerce  Commission.  It  was  found  by  the  Interstate 
Commerce  Commission  that  there  was  not  sufficient  evidence  to 
justify  the  rates  that  had  already  passed  through  the  mill  of  the 
federal  court  and  the  Supreme  Court  of  the  United  States.  Now 
what  will  follow?  Without  any  proof  of  the  essential  facts  that 
the  Supreme  Court  said  were  necessary  to  overthrow  these  acts 
of  these  great  commonwealths,  if  this  so-called  Shreveport  doc- 
trine goes  through,  these  interstate  rates  will  automatically  force 
the  State  rates  up.  What  is  the  use  of  gathering  the  evidence 
as  to  the  values  of  these  properties,  and  separating  most  care- 
fully and  in  detailed  form  the  operating  costs?  What  is  the 
use  of  doing  that?  If  I  was  a  railroad  man  I  would  stop  all 
that  expense  immediately  and  get  an  interstate  rate  fixed,  and 
then  invoke  the  so-called  Shreveport  doctrine.  You  get  around 
the  well  thought  out  masterly  opinion  of  Mr.  Justice  Hughes 
in  the  Minnesota  rate  case  by  that  circuitous  route.  And  it  is 
that  effect  that  is  at  stake,  and  at  issue,  in  this  discussion  at 
this  moment. 

There  is  another  phase  of  even  more  importance,  than  any 
that  we  have  discussed.  I  have  lately  referred  to  the  lack  of 
facilities  of  the  Interstate  Commerce  Commission  at  the  present 
time  to  undertake  to  fix  our  State  rates.  The  government  has 
not  seen  fit  to  give  them  adequate  facilities.  That  is  a  matter 
of  growth  and  development.  Some  day  they  may  be  given  the 
facilities.  Mr.  Eshleman  is  of  the  mind  that  when  that  day 
comes  it  will  be  all  right  to  have  this  so-called  Shreveport  doc- 
trine invoked,  on  the  theory  that  we  want  one  great  centralized 
nation  here,  not  split  up  into  48  principalities.  Well,  that  is 
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not  gernumo  to  this  discussion,  because  we  are  dealing  with  pres- 
ent conditions  and  not  with  what  may  be  developed  in  the  future. 
And  while  Mr.  Eshleman,  therefore,  for  these  reasons,  is  going 
1o  support  this  resolution,  I  desire  to  discuss  hi  icily  the  other 
question,  because  it  is  the  fundamental  basis  of  this  whole 
proposition. 

It  has  been  frequently  said  that,  \vlien  the  framers  of  our 
constitution  got  together,  the  rivalries  and  the  bitter  jealousies 
between  the  States  prevented  the  combination  into  a  great,  unified 
nation,  and  resulted  in  this  federal  plan.  That  was  not  the  only 
reason  for  our  federal  plan.  There  were  those  present  in  that 
discussion  who  said,  "It  is  best  to  have  local  home  rule,  so  far  as 
practicable,  coupled  up  with  a  great  central  nation.''  Now,  as 
the  result  of  those  discussions  and  those  compromises,  we  have 
created  what  we  call  the  dual  system  of  government  in  this 
country.  Why  is  this  government  distinguished  and  unique  in 
all  history?  Is  it  because  it  is  a  great  centralized  power?  No. 
It  is  the  result  of  the  accident  wrought  out  of  those  debates 
and  those  conferences,  this  federal  plan  of  government.  That 
accident  was  wiser  and  better  than  those  men,  who  were  the 
cause  thereof,  ever  anticipated.  That  accident  has  made  possible 
progress  and  advance  locally,  and  eventually  in  the  national 
government.  We  have  been  swinging  back  and  forth  from  de- 
centralized States  to  the  great  central  power,  as  the  years  have 
gone  by.  John  Marshall  contributed  more  than  any  other  man 
to  the  cementing  of  the  ties  of 'the  nation,  but  the  tendency  was 
for  the  different  States  to  get  stronger  and  stronger,  and  rivalries 
and  jealousies  developed,  until  the  Civil  War  stopped  that.  Then 
the  pendulum  went  back  to  somewhere  mear  normal  for  twenty- 
five  years  or  so,  and  then  it  commenced  to  swing  too  far  in  the 
other  direction.  My  proposition  is  that  too  much  nationalism  is 
just  as  wrong  as  too  much  State  rights.  There  is  a  happy  medium. . 
It  is  the  preservation  of  this  dual  form  of  government  that  is 
most  essential  to  our  progress  and  happiness  in  the  future. 

It  is  easier  for  a  few  men  in  a  local  state,  advocating  a  certain 
line  of  policy,  to  develop  a  sentiment  in  that  state  and  carry  it 
through.  It  is  only  the  rich,  the  extremely  powerful,  who  are 
able  to  start  out  and  persuade  the  nation  along  a  given  line  of 
policy;  but  if  one  State  adopts  it,  then  another  State  and  then 
another  State,  and  finally  it  grows  until  the  nation  adopts  it. 
That  is  the  natural  result.  And  what  has  followed  that  natural 
situation?  I  say  it  unreservedly,  and  it  cannot  be  successfully 
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contradicted,  that  practically  every  great  movement  of  progress 
has  originated  with  the  States  and  not  with  the  central  govern- 
ment. Slavery  was  abolished  in  some  of  the  States  long  before 
it  was  abolished  by  the  nation.  'Suffrage  has  come  first  in  the 
States.  Temperance  has  come  first  in  the  States.  Pure  food 
legislation  came  first  in  the  States.  Regulation  of  rates  came  in 
the  States  nineteen  years  before  it  came  in  the  nation.  Texas 
valued  her  railroads  almost  twenty  years  before  the  nation  ever 
got  to  it.  Every  substantial  step  of  progress  in  the  regulation 
of  large  business  enterprises  has  originated  with  the  States.  We 
are  now  just  nibbling  around  the  edges  of  this  subject  of  regu- 
lation. We  have  not  learned  the  alphabet  of  it  yet.  Here  at 
the  initial  stages  of  this  great  work,  the  work  which  is  the 
chief  problem  for  this  generation  to  grapple  with,  are  you  going 
to  eliminate  the  principal  source  of  progress?  That  is  just 
exactly  what  big  business  wants  you  to  do;  and  if  it  goes  out 
over  this  country  that  this  association  has  turned  down  its  posi- 
tion of  the  past  on  this  subject  of  State  regulation,  the  moral 
effect  of  that,  not  only  on  us  in  this  room,  but  on  this  whole 
problem  of  the  preservation  of  State  regulation  will  be  almost 
disastrous.  You  would  not  be  able  to  get  it  intelligently  re- 
considered next  year. 

I  confess,  gentlemen,  that  the  wording  of  the  Williams  resolu- 
tion will  never  go  into  law.  I  do  not  know  when  we  ever  did 
pass  a  resolution  here  that  became  law  in  precisely  the  form  we 
recommended ;  but  while  I  do  not  like  some  of  the  phraseology  of 
that  resolution,  and  while  I  think  I  could  amend  it,  I  fully 
realize  that  there  must  be  some  give  and  take,  some  compromise 
on  these  subjects.  It  provides  that  a  State  rate,  rule  or  regula- 
tion cannot  be  affected  by  the  Interstate  Commerce  Commission 
until  it  has  been  held  to  be  unreasonable  and  unlawful  by  a 
competent  judicial  tribunal.  It  preserves  the  status  quo  that 
the  Minnesota  Commission  succeeded  so  effectively  in  establishing 
in  the  Minnesota  rate  case.  That  preserves  the  situation  so  that 
these  men  will  have  that  battle  to  fight  over  before  they  will  set 
aside  the  Nebraska  State  schedule  prepared  at  an  expense  of 
$85,000.  That  will  preserve  the  Iowa  rate  schedule,  the  Florida 
rate  schedule,  and  so  forth,  until  they  are  able  to  come  forward 
with  the  proof  of  those  facts  that  the  Supreme  Court  of  the 
United  States  has  said  are  necessary. 

To  show  you  that  the  courts  have  jurisdiction  over  this  subject, 
I  want  to  call  your  attention  to  the  fact  that  in  the  Consolidated 
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Gas  case  the  Supreme  Court  of  the  United  States  did  not  say 
that  if  those  people  were  making  one  per  cent,  or  one-half  of  one 
per  cent,  on  the  property  the  rates  should  stand.  Doctrines  of 
that  kind  may  have  been  held  once  by  the  Supreme  Court,  but 
that  is  a  day  long  gone  into  the  distant  past.  This  is  what  the 
Supreme  Court  of  the  United  States  said : 

"We  concur  with  the  court  below  on  this  question,  that  the  complainant  is. 
entitled  to  six  per  cent,  on  the  fair  value  of  its  property  devoted  to  the  public  use."' 

Again  in  another  case  the 'Supreme  Court  said: 

"The  legislature  has  power  to  fix  rates,  and  the  extent  of  judicial  interference 
is  protection  against  unreasonable  rates." 

Again,  in  the  case  of  the  Chicago,  Milwaukee  &  St.  Paul  Rail- 
way Company  vs.  Minnesota,  another  case  from  this  pioneer 
State  in  this  great  work,  this  is  the  language  of  the  Supreme 
Court  of  the  United  States : 

"The  question  of  the  reasonableness  of  a  rate  charged  for  transportation  by  a 
railroad  company,  involving,  as  it  does,  the  element  of  reasonableness,  both  as 
regards  the  company  and  as  regards  the  public,  is  eminently  a  question  for  judi- 
cial investigation,  requiring  due  process  of  law  for  its  determination." 

Now  that  word  "reasonable"  has  gradually  evolved  in  the  line 
of  decisions  until  the  Consolidated  Gas  case  was  decided,  prac- 
tically securing  to  the  utility  6  per  cent,  upon  the  value  of  its 
property,  and  with  that  I  think,  for  the  present,  the  companies 
have  adequate  protection. 

That  government  which  hugs  closest  to  the  sober  and  mature 
judgment  of  the  people,  and  keeps  in  touch  with  the  demands  of 
changing  conditions,  is  the  one  which  best  fulfills  its  mission, 
and  will  live  the  longest.  The  makers  of  government  must  set 
as  their  goal  not  the  creation  of  an  extensive  centralized  ma- 
chinery, but  a  human  organism,  capable  of  reaching  out,  search- 
ing after,  and  meeting  the  demands  of  life. 

The  state  government  is  far  closer  to  the  local  needs  and 
demands  than  is  the  national  government. 

These  are  the  reasons  I  am  in  favor  of  the  Williams  reso- 
lution, and  opposed  to  the  resolution  of  the  gentleman  from  New 
Hampshire. 

Mr.  TRAVIS,,  of  North  Carolina.  I  think  it  is  well  for  us  to  be 
very  careful  what  we  do  in  this  important  matter.  It  would  be 
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very  unwise  for  us  to  take  a  .position  asking  for  more  power  than 
we  ought  to  have.  I  have  never  been  able,  myself,  to  get  away 
from  the  logic  of  the  position  that  necessarily,  in  the  regulation 
of  interstate  commerce  and  the  regulation  of  intrastate  com- 
merce, there  must  arise  some  conflict ;  and,  inasmuch  as 
these  conflicts  must  arise,  can  we  doubt  in  such  a  case  which  of 
the  two  ought  to  yield?  And,,in  case  of  such  conflicts,  I  can  think 
of  no  tribunal  that  I  would  like  so  well  to  have  pass  upon  the 
conflict  and  adjust  it,  and  that  I  believe  is  so  competent  to  adjust 
it,  as  the  Interstate  Commerce  Commission. 

Mr.  Farrell  said  much  of  Avhat  I  had  in  mind  to  say  in  respect  to 
what  wrould  be  the  actual  effect  of  an  amendment  of  the  law  which 
would  put  the  State  commissions  on  notice  that  they  had  for  a 
certainty  the  power  so  to  regulate  intrastate  rates  as  to  create 
unjust  discrimination  in  favor  of  their  own  states  against  inter- 
state commerce.  Immediately  it  became  known,  it  would  be  only 
natural  that  the  citizens  of  the  State  would  almost  demand  that 
the  State  Commission  having  the  power  so  to  do,  should  so  ar- 
range State  rates  as  to  give  preference  to  points  within  that 
State.  Immediately  the  adjoining  State  in  self  defense  must 
make  an  adjustment  of  its  intrastate  rates  to  meet  the  effect  of 
the  action  of  the  adjoining  State,  and  probably  do  a  little  better. 
Then,  the  first  State  would  have  to  come  back  again  and  do  still 
better,  and  that  would  reach  to  other  States  beyond.  So,  finally, 
it  seems  to  me  you  would  come  to  the  position  where  you  would 
have  one  State  commission  contending  with  another  State  com- 
mission in  fixing  the  intrastate  rates,  if  not  to  get  an  advantage, 
at  least  to  prevent  the  other  State  getting  the  advantage  of  them. 

Now,  when  that  condition  arises,  there  must  be  some  tribunal 
lieside  the  State  commissions  themselves  to  settle  this  conflict; 
and  the  federal  constitution  and  law  giving  to  the  Interstate  Com- 
merce Commission  the  power  to  regulate  interstate  rates,  and 
with  it  the  power  to  prevent  discrimination  in  and  as  against  in- 
terstate commerce,  it  follows  that  they  must  have  the  power  to 
protect  interstate  commerce  from  unjust  discrimination  from 
"whatever  source  it  may  come. 

I  am  not  as  apprehensive  of  the  effect  of  the  Shreveport  de- 
cision upon  the  powers  of  the  duties  of  the  State  commissions 
as  many  of  the  members  of  this  association  seem  to  be.  I  think 
wrhen  you  construe  the  Shrevoport  decision  of  the  Supremo  Court 
in  the  light  of  the  Minnesota  rate  case  decision,  to  which  Mr. 
Justice  Hughes  adverts  in  the  Shreveport  case,  there  is  not  as 
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much  inconsistency  or  conflict  as  we  are  disposed  to  think.  And 
when  the  two  are  reconciled,  as  it  was  indicated  in  the  Shreve- 
port  case  they  would  be,  the  interference  with  State  regulation 
is  going  to  be  negligible. 

Again,  I  believe  that  the  Interstate  Commerce  Commission  it- 
self will  be  exceedingly  careful  not  to  interfere  with  State  rates 
except  where  the  necessity  for  doing  so  is  clear,  and  that  they  will 
not  go  further  in  the  exercise  of  that  power  than  is  proper  and 
necessary,  and  that  their  administration  of  it  will  be  so  discreet 
and  just  that  the  State  commissions  will  never  have  any  reason  to 
complain.  I  think  further,  gentlemen,  that  if  the  Interstate  Com- 
merce Commission  should  exercise  their  power  to  any  undue  ex- 
tent, or  further  than  the  Minnesota  case  and  the  Shreveport  case 
contemplated  they  should,  that  of  itself  would  be  the  strong  «st 
influence  upon  Congress,  to  bring  about  action  by  that  body  in- 
line with  what  we  now  ask.  Because,  if  they  did  exercise  it  to 
the  extent  that  some  apprehend  they  will,  then  the  States  would 
be  aroused  to  demand  action  on  the  part  of  Congress,  and  Con- 
gress is  composed  of  representatives  from  the  States.  So  I  be- 
lieve either  the  resolution  offered  by  the  gentleman  from  Min- 
nesota (Mr.  Elmquist)  or  one  by  the  gentleman  from  New  Hamp- 
shire (Mr.  Benton),  which  is  not  very  objectionable,  would  be 
wisest  for  us  to  adopt;  because  I  believe  in  the  course  of  twelve 
months,  when  the  policy  of  the  Interstate  Commerce  Commis- 
sion is  laid  down  with  respect  to  their  power  under  the  Shreve- 
port case,  it  is  not  going  to  be  half  as  sweeping,  and  will  not  in- 
terfere with  State  regulation  of  State  rates  to  anything  like  the 
extent  that  it  is  now  apprehended  it  might.  In  short,  gentlemen, 
it  does  not  prescribe  that  the  State  rate  may  not  be  different 
from  the  interstate  rates,  but  the  only  instance  in  which  they  can 
interfere  is  where  there  is  unjust  or  undue  discrimination  .pro- 
duced against  interstate  commerce,  and  a<s  explained  by  Mr.  Far- 
rell  that  can  arise  only  where  the  conditions  are  substantially 
similar.  You  are  not  going  to  find  many  instances  in  which  the 
conditions  are  substantially  similar.  So  I  think  it  is  better  for  us- 
to  be  careful,  and  not  to  take  any  violent  action  about  this  mat- 
ter. I  shall  vote  for  the  resolution  of  the  gentleman  from  Min- 
nesota (Mr.  Elmquist). 

Mr.  RICHARDS,  of  South  Carolina.  Mr.  President,  I  have  sat 
quietly  and  had  nothing  to  say  in  reference  to  this  great  ques- 
tion, and  I  am  only  going  to  consume  a  moment  of  your  time. 

I  realize,  gentlemen,  that  this  is  a  very  vital  question.     I  do 
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not  agree  with  the  gentleman  from  North  Carolina  (Mr.  Travis) 
who  has  just  taken  his  seat,  when  he  says  that  the  decision  in  the 
Shreveport  case  is  not  far  reaching  in  its  effect.  ^Representing 
the  State  of  South  Carolina,  as  I  am  undertaking  to  do,  I  feel 
certain  that  I  could  entertain  at  least  myself,  for  thirty  minutes, 
in  talking  on  this  great  question.  (Laughter.)  But  I  want  to 
summarize  all  that  I  might  £ay  in  this  simple  declaration,  that 
I  desire  by  my  vote  to  express  my  opposition  to  a  surrender  to 
the  Interstate  Commerce  Commission  or  to  any  other  authority 
the  right  of  the  sovereign  States  to  regulate  their  own  internal 
affairs.  I  believe,  Mr.  President  and  gentlemen,  that  if  the  Wil- 
liams resolution,  or  some  such  action  as  is  contemplated  by 
that  resolution  is  not  taken  at  this  meeting,  particularly  after 
the  question  has  been  so  thoroughly  discussed  and  aired  to  the 
nation  through  the  newspapers,  the  effect  will  be  to  destroy  the 
power  of  the  individual  States  to  regulate  intrastate  rates ;  and  I 
for  one  do  not  propose  to  go  on  record  as  centralizing  the  au- 
thority of  the  States  in  the  federal  government. 

By  these  remarks  I  do  not  of  course  mean  any  reflection  upon 
the  distinguished  gentlemen  who  compose  the  Interstate  Com- 
merce Commission;  but  I  feel  that  the  States  have  rights.  I 
feel  that  my  individual  constituents  have  rights,  that  if  this 
local  authority  is  taken  from  the  people  and  destroyed,  then 
the  individual  shipper  and  the  individual  State  must  suffer. 

I  shall  vote  for  the  Williams  resolution. 

The  PRESIDING  OFFICER.  Gentlemen,  the  question  now  recurs 
on  the  substitute  proposed  by  the  gentleman  from  Minnesota  ( Mr. 
Elmquist. ) 

Mr.  EL.MQUIST,  of  Minnesota,.  My  substitute  is  that  the  subject 
matter  of  this  report  and  this  resolution  be  referred  to  the  Com- 
mittee on  Amendment  of  the  Act  to  Kegulate  Commerce,  that 
committee  to  report  at  the  next  session  of  this  Association. 

The  PRESIDING  OFFICER.  You  have  heard  the  substitute  that  is 
proposed  for  the  Williams  resolution.  The  question  is  now  upon 
the  substitute. 

Mr.  BURR,  of  Florida.    I  ask  for  a  roll  call  on  that  motion. 

The  PRESIDING  OFFICER.  A  roll  call  is  asked  for  and  will  be 
allowed  by  the  Chair.  I  presume  those  who  are  present  under- 
stand who  have  the  right  to  vote.  If  anyone  raises  any  ques- 
tion about  it  we  will  be  governed  by  the  rules. 

Mr.  TAYLOR,  of  Nebraska.  Are  we  to  vote  as  States  or  individ- 
uals? 


PROCEEDINGS   OF  THE   CONVENTION.  319 

The  PRESIDING  OFFICER.  As  individuals.  I  will  read  that  part 
of  the  constitution : 

"Active  membership  shall  embrace  only  the  Interstate  Commerce  Commissioners, 
the  railway  commissioners  or  deputy  commissioners  of  the  several  States  and 
Territories  of  the  Union;  and  in  those  States  and  Territories  having  no  railway 
commissions  State  officers  who  by  law  exercise  active  supervisory  powers  over 
the  affairs  of  railways;  also  the  Secretary,  Assistant  Secretary  and  chief  clerk  of 
the  Interstate  Commerce  Commission,  and  the  secretary,  assistant  secretary  and 
clerk  of  each  State  railway  commission,  where  such  office  is  created  by  law,  and 
any  member  of  any  board  or  bureau  of  a  State  or  Territory  created  by  law  whose 
duty  requires  of  the  members  of  said  board  or  bureau  the  regulation  or  super- 
vision of  a  public  service  corporation.  Honorary  members  shall  include  former 
•members  of  the  Association,  a  committee  of  three  from  each  steam  or  electric 
railway  accountants'  association — " 

Mr.  THORNE,  of  Iowa.  You  are  reading  the  honorary  mem- 
bers now? 

The  PRESIDING  OFFICER.    Yes. 

Mr.  THORNE,  of  Iowa.    They  do  not  vote. 

The  PRESIDING  OFFICER.    They  are  not  entitled  to  vote. 

Mr.  THORNE,  of  Iowa,  You  have  just  enumerated  those  en- 
titled to  vote. 

The  PRESIDING  OFFICER.  Those  I  read  first,  before  I  started  to 
read  the  honorary  members,  are  those  who  are  entitled  to  vote  on 
this  proposition. 

Mr.  TIIORNE,  of  Iowa.     State  commissioners  and  who  else? 

The  PRESIDING  OFFICER.  The  Interstate  Commerce  Commis- 
sioners, the  railway  commissioners  or  deputy  commissioners  of 
the  several  States  and  Territories  of  the  Union,  and  in  those 
States  and  Territories  having  no  railway  commissions,  State  of- 
ficers who  by  law  exercise  active  supervisory  powers  over  the  af- 
fairs of  railways;  also  the  secretary,  assistant  secretary  and 
chief  clerk  of  the  Interstate  Commerce  Commission  and  the  sec- 
retary, assistant  secretary  and  clerk  of  each  State  railway  com- 
mission where  such  office  is  created  by  law,  and  any  member  of 
any  board  or  bureau  of  a  State  or  Territory  created  by  law  whose 
duty  requires  of  the  members  of  said  board  or  bureau  the  regu- 
lation or  supervision  of  a  public  service  corporation.  That  in- 
cludes all  of  those  who  are  entitled  to  vote  upon  this  question. 

Mr.  BURR,  of  Florida.  Now,  I  want  to  make  a  brief  sugges- 
tion that,  I  think,  will  shorten  the  calling  of  this  roll.  Instead 
of  calling  the  names  of  the  members  from  each  State,  I  suggest 
that  each  State  be  called,  and  some  member  announce  the  names 
of  those  present  at  this  moment,  and  how  they  vote. 
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The  PRESIDING  OFFICER.    Do  you  make  that  as  a  motion? 

Mr.  BURR,  of  Florida,    I  make  it  a  motion.    There  are  a  lot  of 

absentees  whose  names  it  will  take  time  to  call. 

The  PRESIDING  OFFICER.     I  think  probably  that  suggestion  is 

well  made,  and  we  will  act  upon  it.    The  Secretary  may  call  the 

States,  and  as  the  States  are  called,  where  there  are  members 

present,  who  are  entitled  to  vote  upon  this  question,  some  of  the 

membership  from  that  State  will  arise  and  state  how  the  vote 

of  that  State  is  to  be  cast  upon  this  proposition,  giving  the  names 

of  the  members  who  are  casting  the  votes. 

The  roll  was  called  with  the  following  result : 

Yea     Nay 

Arizona  Corporation  Commission. 

F.  A.  Jones  1 

Kailroad  Commission  of  the  State  of  California 

John  M.  Eshleman  1 

Railroad  Commissioners  for  the  State  of  Florida. 

R.  Hudson  Burr  1 

N.  A.  Blitch  1 

Railroad  Commission  of  Georgia. 

Chas.  Murphy  Candler  1 

George  Hillyer  1 

Public  Utilities  Commission  of  Illinois. 

O.  P.  Thompson  1 

Richard  Yates  1 

Frank  H.  Funk  1 

Walter  A.  Shaw  1 

Iowa  Board  of  Railroad  Commissioners. 

Clifford  Thome  1 

Kansas  Public  Utilities  Commission. 

C.  F.  Foley  1 

John  M.  Kinkel  1 

Kentucky  Railroad  Commission. 

Laurence  B.  Finn  1 

Minnesota  Railroad  and  Warehouse  Commissioners. 

Charles  E.  Elmquist  1 

O.  P.  B.  Jacobson  1 

Nebraska  State  Railway  Commission. 

Thomas  L.  Hall  1 

H.  G.  Taylor  1 

New  Hampshire  Public  Service  Commission. 

Edward  C.  Niles  _Jl 

Forward  6         13 
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Yea    Nay 
Forward  6        13 

John  E.  Benton  ,  1 

Thomas  W.  D.  Worthen  1 

New  York  Public  Service  Commission, 
First  District  (Greater  New  York) 

Milo  E.  Maltbie       .  1 

North  Carolina  Corporation  Commission. 

Edward  L.  Travis  1 

North  Dakota  Commission  of  Eailroads. 

W.  H.  Stutsman  1 

O.  P.  N.  Anderson  1 

Corporation  Commission  of  Oklahoma. 

A.  P.  Watson  1 

Public  Service  Commission  of  the  Commonwealth 
of  Pennsylvania. 

Emory  E.  Johnson  1 

South  Carolina  Eailroad  Commission. 

John  C.  Richards,  Jr.  1 

South  Dakota  Eailroad  Commission. 

J.  J.  Murphy  1 

Eailroad  Commission  of  Texas. 

William  D.  Williams  1 

State  Corporation  Commission  of  Virginia. 

Robert  R.  Prentis  1 

The  Public  Service  Commission  of  Washington. 

C.  A.  Eeynolds 

Frank  E.  Spinning 
Railroad  Commission  of  Wisconsin. 

Lewis  E.  Gettle,  Secy.  1 

Total  11        2a 

So  the  substitutes  offered  by  Mr.  Elmquist  was  rejected. 

During  the  -roll  call  the  following  occurred : 

When  the  State  of  Kansas  was  called — 

Mr.  KINKEL,  of  Kansas.    Mr.  Foley  and  Mr.  Kinkel  vote  aye- 
Mr.  Helm,  the  rate  clerk,  votes  aye. 

The  SECRETARY.    The  rate  clerk  is  not  entitled  to  vote. 

Mr.  KINKEL,,  of  Kansas.    It  is  an  office  created  by  law. 

The  SECRETARY.    He  is  an  honorary  member,  even  if  he  is- 
created  by  law.    He  is  not  an  active  member. 

The  PRESIDING  OFFICER.    Active  membership  does  not  include 
attorneys  or  counsel.    They  are  honorary  members. 

When  the  State  of  Nebraska  was  called — 
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Mr.  HALL,  of  Nebraska.  Commissioners  Hall  and  Taylor  vote 
aye,  and  rate  clerk  Powell,  if  lie  has  the  right  to  vote,  votes  aye. 

The  SECRETARY.    He  has  not  a  right  to  vote. 

Mr.  TAYLOR,  of  Nebraska.  Did  I  correctly  catch  the  interpre- 
tation of  the  Secretary  as  to  Mr.  Powell's  right  to  vote? 

The  SECRETARY.  Kate  clerks  are  honorary  members  of  the  As- 
sociation. 

Mr.  TAYLOR,  of  Nebraska.  As  I  understand  it,  if  the  rate  clerk 
is  provided  by  tb»,  statute  of  the  State  he  has  a  right  to  yote. 

The  SECRETARY.  He  has  a  right  to  honorary  membership  if  the 
position  is  created  by  law,  but  is  not  entitled  to  active  member- 
ship. 

Mr.  TAYLOR,  of  Nebraska.  May  we  have  read  again  the  list  of 
those  who  are  entitled  to  vote? 

The  PRESIDING  OFFICER.  The  Interstate  Commerce  Commis- 
sioners, the  railway  commissioners  or  deputy  commissioners  of 
the  several  States  and  Territories  of  the  Union,  and  in  those 
States  and  Territories  having  no  railway  commissions,  State  of- 
ficers who  by  law  exercise  active  supervisory  power  over  the  af- 
fairs of  railways ;  also  the  secretary,  assistant  secretary  and  chief 
clerk  of  the  Interstate  Commerce  Commission,  and  the  secretary, 
assistant  secretary  and  clerk  of  each  State  railway  commission 
where  such  office  is  created  by  law. 

Mr.  TAYLOR,  of  Nebraska.    That  is  the  point  exactly. 

The  PRESIDING  OFFICER.  And  any  member  of  any  board  or  bu- 
reau of  a  State  or  Territory  created  by  law  whose  duty  requires 
of  the  members  of  said  board  or  bureau  the  regulation  or  super- 
vision of  public  service  corporations. 

Mr.  TAYLOR,  of  Nebraska.  Those  are  the  ones  who  are  entitled 
to  vote? 

The  PRESIDING  OFFICER.  Unless  Mr.  Powell  comes  within  the 
scope  of  that,  he  is  not  entitled  to  vote. 

Mr.  TAYLOR,  of  Nebraska.  Mr.  Powell's  position  comes  within 
the  scope  of  that  because — 

The  SECRETARY.  It  is  definitely  stated  that  rate  clerks  are  hon- 
orary members. 

The  PRESIDING  OFFICER.  The  constitution  defines  the  position 
of  rate  clerks  as  follows : 

"Honorary  membership  shall  include  former  members  of  the  Association;  a 
committee  of  three,  from  each  steam  or  electric  railway  accountants'  association; 
the  statistician  of  the  Interstate  Commerce  Commission  and  of  the  several  State 
commissions,  together  with  the  regular  counsel  and  regularly  employed  rate  ex- 
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perts,  not  more  than  one  for  each  commission,  and  the  engineers  of   said  com- 
mission." 

.Those  are  honorary  members. 

Mr.  TAYLOR,  of  Nebraska.  I  make  the  point  of  order  that  the 
constitution  specifically  provides  that  the  chief  clerk  or  rate 
clerk,  if  those  officers  are  provided  by  the  statute,  shall  be  en- 
titled to  active  membership.  The  others  you  mention  are  only 
honorary  members,  provided  they  are  hired  employees  of  the 
Commission.  I  ask  for  a  ruling  on  that  point  of  order. 

Mr.  BURR,  of  Florida.  Mr.  Chairman,  before  you  rule  on  that, 
I  want  to  explain  my  understanding,  and  I  believe  I  can  make  it 
clear  to  the  gentleman  from  Nebraska  that  the  clerk  referred  to, 
whose  position  has  been  created  by  law,  is  that  clerk  who  acts  in 
the  capacity  of  secretary  to  the  commission,  and  not  the  rate 
clerk.  In  some  instances  they  are  referred  to  as  secretary  and  in 
other  instances  as  clerk  to  the  commission.  Where  the  office  is 
created  by  law,  that  is  the  clerkship  that  is  referred  to  as  having 
active  membership,  and  not  the  rate  clerk. 

Mr.  TAYLOR,  of  Nebraska.  I  want  to  remind  the  gentleman 
from  Florida  that  the  secretary,  the  assistant  secretary  and  the 
clerk  are  all  provided  for  in.  the  constitution. 

Mr.  JENNINGS,  of  Illinois.  Permit  me  to  suggest  that  I  re- 
frained from  voting,  notwithstanding  the  fact  that  my  office,  that 
of  counsel  to  the  Public  Utilities  Commission  of  Illinois  was 
specifically  created  by  the  legislature  of  the  State  of  Illinois.  If 
the  rate  clerk  from  Nebraska  is  allowed  to  vote,  then  I  want  to 
vote. 

Mr.  HELM,  of  Kansas.  The  purpose  of  my  rising  is  to  explain 
the  action  I  took  a  moment  ago  in  seconding  the  motion  made  by 
the  gentleman  from  Minnesota  (Mr.  Elmquist. )  I  am  by  law 
designated  as  the  Rate  Clerk  of  the  Kansas  Board  of  Public  Utili- 
ties. Believing  that  I  had  a  right  to  participate  in  the  deliber- 
ations of  this  body  I  seconded  that  motion.  Perhaps  I  had  no 
right  to  do  so. 

Mr.  FINN,  of  Kentucky.    He  did  have  the  right  to  do  so. 

Mr.  HELM,  of  Kansas.  I  do  not  desire  to  vote  if  I  am  not  en- 
titled to,  but  my  position  is  established  by  law  and  recognized 
just  as  much  as  the  commission,  in  our  State. 

The  PRESIDING  OFFICER.  The  ruling  of  the  Chair  is  wanted  on 
the  question  whether  or  not  the  rate  clerk  designated  by  the  stat- 
ute of  Kansas  is  a  member  of  this  Association  and  entitled  to 
vote. 
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Mr.  HELM,  of  Kansas.    Was  I  entitled  to  second  that  motion? 

The  PRESIDING  OFFICER.  Not  unless  you  are  entitled  to  vote. 
Otherwise  some  one  else  ought  to  have  seconded  it. 

A  Member.    I  seconded  it. 

The  PRESIDING  OFFICER.  It  was  seconded  by  another  member. 
The  ruling  of  the  Chair  is  that  the  rate  clerk  is  not  an  active 
member  of  this  Association. 

Mr.  HALL,  of  Nebraska,  I  should  like  to  inquire  if  Mr.  Powell 
was  recorded  as  voting. 

The  PRESIDING  OFFICER.    No.    He  is  not  entitled  to  vote. 

When  the  State  of  Oklahoma  was  called— 

Mr.  WATSON,  of  Oklahoma.  Mr.  Henshaw  and  Mr.  Watson 
vote  no. 

A  Member.     Is  Mr.  Henshaw  present? 

Mr.  WATSON,  of  Oklahoma.  Mr.  Henshaw  is  not  present,  but 
he  asked  me  to  cast  his  vote  for  him. 

Mr.  KINKEL,  of  Kansas.  Mr.  Chairman,  we  would  like  to  have 
a  ruling  as  to  whether  Mr.  Henshaw  is  entitled  to  vote.  I  have 
some  proxies,  and  if  a  member  who  is  not  present  is  entitled  to 
vote,  I  should  like  to  cast  the  votes  of  those  members  for  whom 
I  have  proxies. 

Mr.  BURR,  of  Florida,  I  think  it  is  very  evident,  without  any 
discussion,  that  Mr.  Henshaw's  vote  cannot  be  recorded. 

The  PRESIDING  OFFICER.  That  is  unquestionably  the  ruling  of 
the  Chair.  Only  those  present  can  vote. 

The  Secretary  thereupon  resumed  and  concluded  the  calling 
of  the  roll. 

Mr.  FINN,  of  Kentucky.  I  desire  to  know  if  the  vote  of  Mr. 
Taylor  of  Louisiana  was  recorded  in  the  affirmative?  He  re- 
quested the  convention  to  record  his  vote  by  unanimous  consent, 
and  it  was  agreed  that  his  vote  should  be  recorded. 

A  Member.    That  was  only  on  the  Williams  resolution. 

The  SECRETARY.  We  have  not  recorded  the  vote  of  Mr.  Taylor 
of  Louisiana. 

The  Secretary  announced  the  result  of  the  vote  as  above  re- 
corded. 

Mr.  BEXTON,  of  New  Hampshire.  Mr.  Chairman,  I  offered  a 
resolution  as  a  substitute  for  the  Williams  resolution.  I  am 
obliged  to  leave  the  convention,  and  I  should  like  to  have  my  vote 
recorded  in  favor  of  my  own  resolution. 

The  PRESIDING  OFFICER.    Is  there  objection  to  that? 

Mr.  RICHARDS,  of  South  Carolina.    I  move  that  Mr.  Benton  be 
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given  unanimous  consent  to  have  his  vote  recorded  in  favor  of  his 
own  resolution. 

The  PRESIDING  OFFICER.  Unanimous  consent  is  asked  that  the 
vote  of  Mr.  Ben  ton  of  New  Hampshire  may  be  recorded  in  favor 
of  his  own  resolution  when  the  vote  is  taken  upon  it,  as  he  is 
obliged  to  leave  the  convention.  Is  there  objection? 

There  was  no  objection. 

Mr.  ELMQUIST,  of  Minnesota.  Coming  as  I  do  from  a  State 
with  a  normal  Republican  majority  of  100,000,  it  is  especially 
significant  to  me  that  a  convention  of  this  dignity  is  not  in  favor 
of  the  policy  of  watchful  waiting.  (Laughter.) 

President  FINN  resumed  the  chair. 

The  PRESIDENT.  The  question  now  is  on  the  substitute  offered 
by  Mr.  Benton  of  New  Hampshire. 

The  question  was  taken,  and  the  substitute  rejected. 

The  PRESIDENT.  You  are  now  voting  upon  the  original  resolu- 
tion of  Mr.  Williams. 

The  question  was  taken  and  the  resolution  of  Mr.  Williams  was 
agreed  to. 

The  announcement  of  the  result  was  received  with  applause. 

Mr.  MALTBIE,  of  New  York.  Mr.  President,  I  wish  to  offer  a 
resolution,  and  if  there  is  any  possible  objection  to  the  consider- 
ation of  it  I  will  withdraw  it. 

Certain  members  of  the  Convention  are  fearful  that  the  resolu- 
tion we  have  just  passed  may  be  used  to  indicate  that  it  is  the 
sense  of  this  convention  that  courts  in  the  States  should  have  the 
right  to  pass  upon  other  than  legal  questions,  and  that  the  federal 
courts  of  the  United  States  should  have  the  right  to  pass  upon 
other  than  legal  questions.  I  wish  to  present  a  resolution  on  that 
point  so  that  there  may  be  no  misunderstanding  about  its 
application  to  other  conditions.  The  resolution  which  I  offer  isi 
as  follows : 

Resolved,  That  no  action  of  this  convention  should  be  con- 
strued to  indicate  approval  of  the  idea  that  State  courts  should 
be  authorized  to  pass  upon  other  than  legal  questions  in  rate 
cases  arising  from  decisions  of  State  authority,  or  that  federal 
courts  should  be  authorized  to  pass  upon  other  than  legal  ques- 
tions in  rate  cases  arising  from  the  decisions  of  federal  authority. 

The  motion  was  seconded  and  agreed  to. 
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QUESTION  OF  PERSONAL  PRIVILEGE. 

Mr.  ESHLEMAN,  of  California.  Mr.  President,  I  wish  to  say 
just  a  word.  It  will  take  only  a  minute.  I  am  just  as  hungry  as 
any  of  you,  and  just  as  anxious  to  adjourn  for  lunch.  There 
seems  to  be  an  impression  in  the  minds  of  some  members  of  this 
convention  that  I  have  used  too  much  time  in  this  convention, 
and  for  that  reason  I  desire  to  apologize — 

Several  Members.    No,  no! 

Mr.  ESHLEMAN,  of  California.  But,  I  desire  to  say  one  more 
word ;  that,  so  far  as  Mr.  Elmquist  is  concerned,  there  is  no  mem- 
ber of  this  convention  for  whom  I  have  higher  regard,  and  my 
only  suggestion  was — and  Mr.  Elmquist  understands  it — that  he 
should  state  his  motion  first  and  argue  it  afterward,  only  in  the 
interest  of  expedition.  I  am  very  sorry  if  I  have  offended.  I  did 
not  intend  to  offend  Mr.  Elmquist.  But,  as  to  the  other  gentle- 
man, he  has  seen  fit  on  all  occasions  to  criticise  me — 

Mr.  KINKEL,  of  Kansas.  As  a  word  of  explanation,  I  wish  to 
say  that  I  have  no  desire  in  the  world  to  offend  Mr.  Eshleman— 

Mr.  ESHLEMAN,  of  California.    You  did. 

Mr.  KINKEL,  of  Kansas.  And,  I  apologize  sincerely  if  he  took 
any  offense  at  anything  I  said. 

Mr.  ESHLEMAN,  of  California,    All  right. 

Mr.  KINKEL,  of  Kansas.  The  fact  is  that  there  was  just  simply 
a  limit  to  this  continued  interference,  and  I  could  not  help  it. 

At  1:05  o'clock  P.  M.  the  convention  took  a  recess  until  2 
o'clock  P.  M. 

AFTERNOON  SESSION. 

The  convention  reassembled  at  2  o'clock  P.  M. 

LEGISLATION. 

The  PRESIDENT.  Is  the  Committee  on  Legislation  ready  to 
report? 

Mr.  BURR,  of  Florida,  Mr.  President:  Mr.  Clarke  of  Nebraska, 
Chairman  of  the  Committee,  who  prepared  the  report,  was  com- 
pelled to  leave  before  lunch,  and  he  asked  me  to  present  the  report 
to  the  convention.  (Reading:) 

REPORT  OF  COMMITTEE  ON  LEGISLATION. 

The  original  purpose  of  this  Association  in  creating  the  Com- 
mittee on  Legislation  was  to  promote  uniform  legislation  among 
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the  various  States  and  by  Congress  on  subjects  relating  to  State 
and  Interstate  commerce.  In  so  far  as  it  has  been  accomplished 
it  has  been  beneficial  in  producing  harmonious  action  and  the 
elimination  of  conflict  between  the  various  States.  Reports  of 
this  Committee  made  in  prior  years,  which  it  is  unnecessary  to 
discuss  in  detail,  have  specified  the  subjects  susceptible  to  such 
treatment.  That  there  is  still  a  serious  lack  of  uniformity  is 
unquestioned.  Lack  of  necessary  organization  within  this  As- 
sociation to  formulate  the  desired  statutes  and  supply  the  energy 
necessary  to  secure  their  enactment  in  the  various  states  con- 
tributes largely  to  the  present  situation.  Again,  constitutional 
provisions  differing  in  the  different  states  contribute  to  the 
difficulty  of  obtaining  the  desired  result. 

The  time  of  the  members  of  this  Association  is  so  occupied 
in  the  performance  of  their  duties  that  it  is  impossible  to  make 
the  concerted  and  aggressive  efforts  necessary  to  sdcure  the 
enactment  of  such  uniform  laws.  It  would  seem  that  only  the 
development  of  a  situation,  intolerable  both  to  shippers  and 
carriers  alike,  resulting  from  the  lack  of  uniformity  will  furnish 
the  stimulus  and  occasion  for  the  necessary  action. 

The  various  committees  of  this  association  treating  specific 
subjects  have  made  recommendations  as  to  legislation  covering 
those  subjects.  Discussion  by  this  Committee  of  such  legis- 
lation would  be  duplication,  a  waste  of  your  time  and  our 
energy.  Your  Committee  has  therefore  deemed  it  proper  to 
limit  this  report  and  recommendations  to  such  legislation  as  has 
not  already  received  consideration  at  the  ,  hands  of  other 
Committees. 

FALSE  BILLING. 

There  are  a  certain  class  of  shippers,  who  deem  it  proper  and 
right  and  follow  the  practice,  when  they  can  get  away  with 
it,  of  false  billing.  In  other  words  shipping  so  called  contra- 
band freight.  Concrete  examples  are  the  shipping  of  culverts 
in  a  car  of  sand  and  hardware  or  merchandise  in  a  car  of 
lumber  and  billing  same  as  sand  in  the  first  instance  and  lumber 
in  the  second.  Two  results  follow  from  such  a  practice.  Cul- 
verts taking  a  higher  rate  than  sand  and  merchandise  a  higher 
rate  than  lumber,  the  carrier  is  deprived  of  revenue  to  which 
it  is  justly  entitled,  and  the  shipper  guilty  of  such  practice 
obtains  an  advantage  over  his  competitors.  The  Federal  law 
makes  such  false  billing  a  misdemeanor  and  prescribes  a  penalty, 
attaching  both  to  the  carrier  when  it  or  its  agents  are  a  party 
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to  the  act  or  practice,  and  to  the  shipper.  In  certain  states  at 
least  the  law  makes  it  a  misdemeanor  for  the  carrier  or  its 
agents  to  knowingly  participate  in  such  a  practice  but  fails  to 
provide  for  the  punishment  of  the  shipper.  The  only  liability 
of  the  shipper  in  case  he  is  discovered  is  for  the  payment  of 
the  collect  charges  on  the  goods  actually  shipped.  Such  a 
practice  is  wrong,  results  in  discrimination  as  against  the 
honest  shipper  and  should  be  frowned  on  and  punished  in  a 
proper  manner.  We  recommend  that  all  states  not  having  suit- 
able laws  on  this  subject  enact  legislation  similar  to  that  now 
in  force  on  interstate  traffic. 

LOSS  AND  DAMAGE  RESULTING  FROM  INCORRECT  QUOTATION  OF  RATES. 

Under  the  existing  Federal  law,  and  in  most  if  not  all  the 
State  laws,  no  redress  is  afforded  a  shipper  for  loss  resulting 
from  the  incorrect  quotation  of  rate  by  carrier's  agent.  The  im- 
position and  collection  of  penalties  from  carriers  or  their  agents 
will  not  and  does  not  prevent  this  evil  or  right  the  wrong.  Such 
mistakes  will  occur  as  long  as  mortal  is  fallible  and  prone  to  err. 

It  is  contended  that  to  change  the  present  policy  and  compel 
the  carriers  to  make  good  any  loss  or  damage  resulting  to  a 
shipper  from  an  incorrect  quotation  and  application  of  rates 
would  permit  of  carriers  substituting  such  method  for  the  old 
and  now  unlawful  practice  of  rebating. 

Your  Committee  is  of  the  opinion  that  the  wrongs  resulting 
from  such  misquotations  can  be  remedied  to  a  great  extent,  if 
not  entirely,  without  any  danger  of  such  a  result,  and  are  con- 
vinced that  an  effort  should  be  made  in  that  direction,  that 
necessary  legislation  should  be  enacted  with  the  proper  safe- 
guards and  tried  for  a  reasonable  period.  If  experience  should 
determine  that  the  resulting  evils  were  greater  or  more  numerous 
than  the  wrongs  sought  to  be  remedied  the  law  could  and  un- 
doubtedly would  be  promptly  repealed. 

While  such  misquotations  are  not  peculiar  to  interstate  ship- 
ments alone,  they  do  occur  with  much  greater  frequency  in  that 
class  of  traffic  than  in  purely  intra-state  traffic.  Your  Com- 
mittee recommends  that  the  Secretary  of  this  Association  be 
instructed  to  call  the  attention  of  the  Chairman  of  the  Com- 
mittees of  both  Houses  of -Congress,  with  the  request  on  behalf 
of  this  Association  that  they  procure  such  amendments  to  the 
existing  law  as  are  necessary  to  afford  an  adequate  remedy  for 
the  wrongs  under  discussion. 
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Cases  are  constantly  arising  both  in  the  Courts  and  before 
the  Interstate  Commerce  Commission  in  which  two  or  more 
States  are  directly  interested  in  obtaining  the  same  result. 
Economy  in  time,  labor  and  expenditures  and  effective  action 
necessitate  a  joint  and  conceited  action  on  the  part  of  the 
states  so  interested.  Some  of  these  cases,  for  instance  the  Ad- 
vance Rate  Cases  called  for  an  exhaustive  preparation  and  con- 
siderable expenditures  of  money.  It  is  but  just  and  proper 
that  each  State  so  interested  contribute  its  fair  share  of  the 
necessary  expense.  In  some  states  the  laws  or  appropriations 
are  such  as  to  deter  the  Commissions  of  those  states  from  join- 
ing in  such  cases  and  assuming  their  proper  proportion  of  the 
burden. 

Your  Committee  recommends  that  the  Commissioners,  of  the 
State  so  situated,  direct  the  attention  of  the  Governor  and  Leg- 
islature of  their  respective  states  to  the  necessity  of  such  legis- 
lation and  appropriation,  as  may  be  required  to  permit  of  their 
participating  and  joining  with  other  state  commissions  and 
authorities  in  such  proceedings  as  require  a  concert  of  action, 
and  in  which  there  is  a  community  of  interest. 

AMENDMENT   TO   SECTION   20   OF   THE   ACT   TO   REGULATE   COMMERCE. 

This  matter  comes  more  properly  under  the  jurisdiction  of 
the'  Committee  on  the  Amendment  of  the  Act  to  Kegulate  Com- 
merce. Inasmuch  as  it  has  not  been  considered  in  the  report 
of  that  Committee,  we  deem  it  proper  to  consider  it  in  this  re- 
port and  suggest  action  on  the  part  of  the  Association,  with  ref- 
erence thereto. 

During  the  last  session  of  Congress  a  bill  was  introduced  and 
passed  the  House  known  as  the  Rayburn  Bill,  which  in  substance 
amends  Section  20  of  the  Act  to  Regulate  Commerce,  by  con- 
ferring the  power  of  regulation  of  the  issuance  of  securities  by 
interstate  carriers  on  the  Interstate  Commerce  Commission. 

The  bill  as  it  finally  passed  the  House  contained  the  following 
provision : 

"Upon  application  to  the  Commission  for  approval  of  proposed  issues  of  securi- 
ties the  Commission  shall  cause  notice  to  be  given  to  the  Railroad  Commission 
or  Public  Service  or  Utilities  Commission,  or  other  appropriate  authority,  of  each 
State  in  which  the  applicant  carrier  operates.  The  Railroad  Commission,  Public 
Service  or  Utilities  Commission,  or  other  appropriate  State  authority  thus  notified 
shall  have  the  right  to  present  before  the  Commission  such  representation  as  they 
may  deem  just  and  proper  for  preserving  and  conserving  the  right  and  interest  of 
their  people  and  the  State,  respectively,  as  involved  in  such  proceeding." 
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This  provision,  we  are  advised,  was  incorporated  in  the  bill 
only  after  more  or  less  strenuous  opposition.  It  appears  that 
si  mil  in-  opposition  exists  in  the  Senate.  Your  Committee  does 
not  express  any  opinion  on  the  merits  or  desirability  of  the  bill 
in  question  but  are  convinced  that  should  such  legislation  be 
enacted  into  law,  it  should  contain  the  provisions  above  quoted,. 
and  we  recommend  that  the  Secretary  of  this  Association  be  in- 
structed to  advise  the  members"  of  the  Senate  accordingly. 

Kespectfully  submitted, 

H.  T.  CLARK,  Jr.,  Chairman. 
R.  HUDSON  BURR,, 
WILLIAM  D.  WILLIAMS. 


Mr.  BURR,  of  Florida.  Mr.  President,  I  wish  to  say  that  the 
proviso  in  the  bill,  to  which  I  have  referred  in  the  report,  as  it 
passed  the  House  of  Representatives,  was  called  to  the  attention, 
of  the  Committee  on  Legislation  by  Judge  Hillyer  of  Georgia, 
and  it  was  through  the  initiative  and  influence  of  the  Georgia 
State  Railroad  Commission  that  this  language  was  incorporated 
in  the  bill. 

In  order  to  get  this  matter  before  this  body  for  discussion,  I 
move  the  adoption  of  the  report. 

The  motion  was  seconded. 

The  PRESIDENT.  Gentlemen,  this  is  a  very  important  report.  It 
has  been  moved  and  seconded  that  the  report  just  read  be  adopted.. 
It  is  now  open  for  discussion. 

Mr.  JENNINGS,  of  Illinois.  Mr.  President,  the  Illinois  Commis- 
sion is  greatly  interested  in  the  question  of  stock  and  bond  issues. 
I  do  not  know  whether  the  report  recommends  that  an  act  be 
passed  by  Congress  empowering  the  Interstate  Commerce  Com- 
mission to  authorize  or  refuse  bond  and  stock  issues,  or  whether 
it  recommends  that  the  States  retain  that  power,  or  whether  it 
makes  any  recommendation.  I  should  like  very  much  to  know 
from  Mr.  Burr  or  from  the  Chair  what  recommendation  the  com- 
mittee make  in  that  respect. 

Mr.  BURR,  of  Florida.  The  committee  say  in  that  report  that 
they  express  no  opinion  on  the  proposition  as  to  whether  the 
Rayburn  bill  should  pass  Congress,  but  that,  if  it  is  passed,  it 
should  be  passed  with  an  amendment  similar  to  that  at  the  last 
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session,  which,  provides  that  the  State  commissions  shall  be  heard 
by  the  Interstate  Commerce  Commission  whenever  the  rights  of 
a  State,  affecting  the  matter  of  the  issuance  of  stocks  and  bonds 
or  other  securities,  are  concerned. 

Mr.  JENNINGS,  of  Illinois.  Mr.  Chairman,  upon  that  question 
permit  me  to  suggest  that  I  do  not  believe  this  convention  ought 
to  go  on  record  as  favoring  any  regulation  over  security  issues 
by  the  Interstate  Commerce  Commission.  At  this  time  the  State 
has  authority  to  create  corporations,  and  the  State  is  in  the 
attitude  of  the  creator  and  the  corporation  is  its  creature.  As 
long  as  that  is  the  law  of  this  country,  and  until  there  is  a  federal 
incorporation  act,  it  would  seem  to  me  to  be  inconsistent  to  give 
that  power  to  the  Interstate  Commerce  Commission  or  to  any 
other  body  except  somebody  representing  the  sovereign  State  that 
has  the  power  to  create  the  corporation.  In  Illinois  we  charge 
a  fee  or  tax  for  stock  and  bond  issues.  I  do  not  urge  this  as  a 
very  great  argument  in  favor  of  the  States  retaining  the  power, 
but  I  mention  it  as  an  incident  that  up  to  this  time  the  Illinois 
Commission  has  decided  800  formal  matters,  has  gone  into  com- 
plex situations  in  a  State  that  has  more  utilities  than  any  other 
State  in  the  Union,  and  the  State  is  now  $40,000  ahead  on  the 
fees  we  have  received  from  stock  and  bond  issues,  over  all  the 
expenses  of  the  Commission,  including  the  salaries  of  the  com- 
missioners and  of  the  officers  of  the  Commission.  ~$ow  the  State 
of  Illinois  will  hesitate  to  go  on  record  as  voting  to  surrender 
either  the  power  or  the  money  that  results  from  the  power.  So 
if  I  may  be  permitted  to  suggest  it,  I  would  suggest  to  these  men 
here,  representing  sovereign  States,  that  as  long  as  a  State  can 
be  the  creator  of  a  corporation,  that  State  ought  to  have  the 
concomitant  power  to  regulate  that  corporation  and  to  regulate 
stock  and  bond  issues,  and  ought  to  have  the  right  to  say  upon 
what  conditions  those  stock  and  bond  and  security  issues  may 
go  out  to  the  public.  If  that  power  is  not  retained,  then  you 
will  have  the  creator  unable  to  regulate  the  creature  and  you 
have  a  creature  greater  than  the  creator.  You  have  a  part  greater 
than  the  whole;  and  as  long  as  the  law  of  this  country  is  as  it 
now  is,  I  do  not  believe  that  men  representing  the  different  States 
of  this  Union  should  favor  a  report  or  resolution  or  anything 
else  that  will  commit  the  State  to  any  such  proposition. 

Mr.  BURR,  of  Florida.  Mr.  President,  I  think  I  can  make  a 
statement  that  will  disabuse  the  mind  of  the  gentleman  from 
Illinois  (Mr.  Jennings).  There  is  nothing  in  this  report  which 
is  in  conflict  with  the  views  expressed  by  him.  This  report  does 
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not  bind  this  association  to  the  proposition  whether  the  Bayburn 
bill  or  some  bill  like  it  shall  pass  Congress.  It  expresses  no 
opinion  on  that  subject,  but  if  it  should  pass  we  suggest  an  amend- 
ment that  ought  to  be  attached  to  it  which  would  take  the  sting 
out  of  it  that  is  bothering  the  gentleman  from  Illinois.  That  is 
all  there  is  to  it.  In  other  words,  if  we  are  to  get  it,  let  us  get  it 
in  the  best  form  that  we  can,  from  our  point  of  view.  We  are 
not  favoring  the  passage  of  the  Kayburn  act  or  any  similar  act, 
but  we  are  only  providing  an  amendment  which  will  be  a  saving 
clause  to  those  of  us  who  have  to  deal  with  those  questions. 

I  would  make  this  further  suggestion,  that  this  Association  at 
a  former  meeting  has  gone  on  record  in  favor  of  a  federal  law 
giving  this  authority  to  the  Interstate  Commerce  Commission. 
If  that  question  is  to  be  raised  here  to-day,  it  is  more  fittingly  the 
subject  of  a  resolution  on  that  point  directly,  and  not  as  an  amend- 
ment to  this  report,  or  in  lieu  of  this  report  in  any  way.  But  it 
raises  again  the  question  as  to  whether  this  membership  favors  a 
federal  law  that  will  give  the  Interstate  Commerce  Commission 
the  right  to  pass  upon  the  issuance  of  securities. 

Mr.  JENNINGS,  of  Illinois.  Is  your  motion  simply  that  this  re- 
port be  accepted  and  printed? 

Mr.  BURR,  of  Florida.  No,  that  it  be  adopted. 

Mr.  JENNINGS,  of  Illinois.  I  wish  to  oppose  that  motion  very 
vehemently  unless  Mr.  Burr  is  willing  to  amend  the  report  so 
that  instead  of  saying — 

"Your  committee  does  not  express  any  opinion  on  the  merits  or  desirability  of 
the  bill  in  question — " 

it  will  say — 

"Your  committee  is  opposed  to  the  bill  in  question." 

Unless  you  agree  to  such  an  amendment,  so  that  the  convention 
shall  go  on  record  as  unqualifiedly  opposed  to  it,  then  I  am 
opposed  to  the  adoption  of  the  report  of  the  committee,  for  the 
reasons  I  have  mentioned,  and  for  many  others  that  I  might 
mention. 

Mr.  BURR,  of  Florida,  Mr.  President,  the  committee  used  that 
language  in  view  of  the  fact  that  this  has  been  a  subject  discussed 
here  many  times  before  conventions  of  this  association,  and  the 
association  has  finally  passed  upon  that  question,  and  instructed 
a  proper  committee  to  urge  such  legislation  upon  Congress,  and 
it  soonis  to  your  committee  that  to  take  a  different  view  now  in 
this  report  would  be  in  direct  conflict  with  an  instruction  of  this 
association. 

I  want  to  say  that  personally  I  have  never  been  in  favor  of  it, 
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and  I  agree  with  the  gentleman  from  Illinois;  but  I  can  see  nothing 
inconsistent  in  the  passage  of  that  report  as  it  is  constructed. 
Now  if  the  gentleman  from  Illinois  (Mr.  Jennings)  desires  to 
raise  that  question  again  of  the  advisability  of  the  passage  of 
such  a  law,  the  proper  way  to  get  it  before  this  association  is  by 
resolution. 

Mr.  THORNE,  of  Iowa,  May  I  offer  this  suggestion :  The  gentle- 
man from  Illinois  (Mr.  Jennings)  simply  does  not  like  the 
equivocal  language,  that  possibly  might  be  interpreted  as  meaning 
that  we  favor  this  legislation,  and  I  think  the  objection  of  the- 
gentleman  from  Illinois  is  sound.  May  we  not  receive  and  print 
this  report  and  immediately  have  a  resolution  offered  on  this 
subject. 

Mr.  BURR,,  of  Florida.  If  we  are  to  have  such  legislation  as  was 
pending  in  the  last  Congress  and  as  will  be  up  for  consideration 
when  Congress  convenes,  we  had  better  take  some  definite  action. 

Mr.  THORNE,  of  Iowa.  That  is  why  I  suggested  that  immedi- 
ately afterward  you  offer  a  resolution  embracing  the  amendment 
which  you  have  in  your  report. 

Mr.  BURR,  of  Florida.  I  think  it  is  much  clearer  to  bring  out 
the  attitude  of  the  convention  on  this  subject  by  a  resolution,  and 
I  hope  the  gentleman  from  Illinois  (Mr.  Jennings)  will  take  that 
course,  by  offering  a  resolution  as  to  the  desirability  of  the 
passage  of  such  a  law,  and  having  the  convention  pass  upon  it. 

Mr.  JENNINGS,  of  Illinois.  Why  commit  the  convention  to  this 
language,  if  we  are  going  to  submit  it  over  again  by  resolution? 
Why  not  let  your  report  be  received  and  printed,  and  then,  as 
Mr.  Thorne  says,  let  the  resolution  be  offered,  that  this  convention 
opposes  the  giving  of  any  such  power  as  that  to  the  Interstate 
Commerce  Commission.  That  will  raise  the  question  squarely, 
and  will  enable  every  gentleman  here  who  represents  a  State  that 
is  interested  to  put  himself  on  record,  so  that  we  will  know  whether 
he  stands  for  his  own  State  and  for  State  regulation  of  this  thing, 
or  whether  he  is  willing  to  give  all  the  rights  of  the  people  to 
some  other  power. 

Mr.  THORNE,,  of  Iowa.  Make  it  a  substitute. 

Mr.  BURR,  of  Florida,  Before  you  proceed  further  I  want  to 
ask  that  the  Convention  hear  Judge  Hillyer  of  Georgia  upon  this 
subject.  I  happen  to  know  that  Judge  Hillyer  is  opposed  to  the 
Kayburn  bill,  and  that  he  appeared  before  our  committee  in  behalf 
of  this  amendment  which  we  have  offered  here;  which  is  offered 
simply  as  a  saving  clause  in  case  Congress  should  pass  such  a  law. 
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Mr.  REYNOLDS,  of  Washington.  I  desire  to  move  that  the  words 
"received  and  printed"  be  substituted  for  the  word  "adopted." 

Mr.  BURR,  of  Florida.  I  have  made  the  motion  to  adopt  the 
report. 

Mr.  REYNOLDS,  of  Washington.  I  am  substituting  the  words 
"received  and  printed"  in  lieu  of  the  word  "adopted."  I  move 
that  the  report  be  received  and  printed,  and  then  that  can  be  fol- 
lowed by  the  resolution  of  the  gentleman. 

The  PRESIDENT.  Is  there  a  second? 

The  motion  was  seconded. 

The  PRESIDENT.  It  has  been  moved  and  seconded  that  the  sub- 
stitute motion  be  offered  to  this  Convention,  that  the  report  just 
read  be  received  and  printed. 

The  substitute  was  agreed  to. 

The  PRESIDENT.  The  report  will  be  received  and  printed.  What 
is  the  further  will  of  the  Convention? 

RAILWAY  VALUATION. 

Mr.  JENNINGS,  of  Illinois.  Mr.  President,  I  have  a  resolution 
which  I  wish  to  submit,  and  which  I  will  prepare. 

Mr.  REYNOLDS,  of  Washington.  I  suggest  that  while  Mr.  Jen- 
nings is  preparing  his  resolution  we  proceed  with  other  business. 

The  PRESIDENT.  While  Mr.  Jennings  is  preparing  the  resolu- 
tion which  he  proposes  to  offer  for  the  consideration  of  the  Con- 
vention, we  will  go  to  the  next  order  of  business,  which  is  valu- 
ation. That  is  the  special  order.  Is  there  anything  further  to 
consider  with  reference  to  the  Committee  on  Valuation? 

Mr.  THORNE,  of  Iowa.  Mr.  President,  I  want  to  know  the  atti- 
tude of  the  Convention  with  reference  to  letting  the  subject  of 
valuation  be  made  a  special  order  for  Friday  and  Saturday  in 
the  Convention  of  next  year,  in  order  to  allow  other  business  to 
be  transacted  before  that  subject  comes  up?  Are  there  any 
gentlemen  opposed  to  that  plan?  I  want  an  expression  of  your 
opinion. 

Mr.  TAYLOR,  of  Nebraska.  Since  we  are  asked  for  an  expression 
of  opinion,  I  feel  keenly  the  lack  of  attention  that  has  been  given 
to  some  questions  along  public  utility  lines  at  this  Convention. 
I  have  appreciated  every  moment  of  the  discussion .  of  the  in- 
terstate commerce  relations  and  the  valuation  work,  but  we  have 
had  two  sessions  now  devoted  almost  exclusively  to  valuation, 
and  it  seems  to  me  that  it  could  be  relegated  to  a  less  prominent 
place  in  the  next  Convention. 
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Mr.  THOBNE,  of  Iowa.  Does  not  my  proposition  meet  with  your 
approval? 

Mr.  TAYLOR,  of  Nebraska.  It  does,  and  I  should  like  to  see  that 
done  at  the  next  session. 

The  PRESIDENT.  As  I  understand  it,  the  Committee  on  Valu- 
ation made  its  report,  and  there  was  a  motion  made  to  have  that 
report  received  and  printed.  Subsequently  several  resolutions 
were  offered  growing  out  of  that  report,  and  if  there  are  any  other 
resolutions  to  be  offered  to  the  Convention,  touching  upon  the 
question  of  valuation,  now  is  the  opportune  time  to  present  them. 
If  not,  we  will  go  to  some  other  subject. 

Mr.  PRENTIS,  of  Virginia.  Lest  it  be  understood  that  it  is  the 
sense  of  the  Convention  that  Friday  and  Saturday  of  the  next 
Convention  be  devoted  to  this  subject,  I  want  to  say  that  I  would 
be  opposed  to  that.  I  do  not  think  that,  with  so  few  people  here, 
at  this  time,  we  ought  to  undertake  to  fix  a  program  for  the  next 
meeting.  It  is  seldom  that  you  can  hold  the  Convention  longer 
than  three  or  four  days,  and  the  more  strait- jackets  you  make, 
the  more  difficulties  you  are  going  to  encounter. 

Mr.  THORNS,  of  Iowa.  I  want  to  explain  why  I  have  asked  the 
question.  I  have  been  canvassing  among  the  men  with  whom  I 
liave  had  a  chance  to  talk  on  this  proposition.  It  has  been  sug- 
gested— for  instance  Mr.  Maltbie  himself  is  deeply  interested  in 
the  valuation  proposition,  while  he  does  not  care  so  much  for 
many  other  subjects,  and  he  will  be  perfectly  willing  to  meet  that 
requirement  and  will  simply  come  to  the  Convention  a  little  bit 
later.  The  men  who  are  interested  in  valuation  can  stay  over 
for  Saturday  and  those  who  are  not  can  go.  I  have  asked  the 
question  simply  to  see  what  is  the  sense  of  the  gentlemen  who  are 
Tiere  on  that  subject. 

Mr.  REYNOLDS,  of  Washington.  I  want  to  state  that,  so  far  as 
we  of  Washington  are  concerned,  we  are  very  much  more  inter- 
•ested  in  the  questions  of  public  utility,  water  rights  and  water 
power  and  telephone  companies.  Those  are  pressing  upon  us  all 
the  time,  and,  while  we  have  been  more  than  repaid  for  our  long 
trip  across  the  continent,  still,  we  go  home  feeling  that  there  are 
some  questions  which  have  not  been  discussed,  by  reason  of  the 
fact  that  the  question  of  the  valuation  of  railroads  has  crowded 
out  these  other  matters,  which  we  should  have  been  glad  to  hear 
discussed. 

Mr.  THORNE,  of  Iowa.  Then,  would  you  approve  my  proposi- 
tion? 
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Mr.  REYNOLDS,  of  Washington.  I  absolutely  approve  it. 

The  PRESIDENT.  Is  the  Committee  on  Rates  and  Kate  Making 
ready  to  report? 

Mr.  JOHNSON,  of  Pennsylvania.  Mr.  President,  in  presenting 
this  report  for  the  Committee  on  Rates  and  Rate  Making,  I  wish 
to  say  that  the  report  is  short,  because  the  Committee  believes 
that  there  is  not  very  much  new  to  this  Convention  that  may  be 
brought  to  its  attention  upon  the  general  proposition  of  the  basis 
of  rates  or  the  principles  to  guide  in  rate  making. 

There  are  two  aspects  of  the  subject  of  rate  making  that  are 
prominent.  One  is  the  growing  attention  being  given  to  cost  as 
a  basis  of  rates,  and  that  of  course  is  clearly  illustrated  by  the 
two  days  devoted  here  to  the  subject  of  valuation,  in  order  to 
determine  costs  for  purposes  very  largely  of  rate  making,  although 
not  entirely  for  rate  making  purposes. 

The  other  subject  that  is  uppermost  in  people's  minds  when 
rates  are  under  consideration  is  that  of  the  relation  of  capitaliza- 
tion to  revenues,  and  thus  to  the  rates  which  determine  the 
revenues. 

Some  years  ago,  when  the  carriers  were  actually  competing 
with  one  another,  when  their  relations  were  not  subject  to  careful 
regulation  through  their  associations,  and  also  before  State  and 
federal  commissions  had  subjected  the  carriers  to  effective  regu- 
lation, it  was  customary  for  the  carriers  to  claim — and  their  claim 
was  generally  admitted — that  capitalization  had  very  little  if  any 
relation  to  rates,  that  rates  were  determined  by  competitive  forces. 
But  if  that  situation  may  be  said  accurately  over  to  have  existed, 
it  no  longer  exists,  and  the  capitalization  of  railroads  for  the 
present  and  future  will  be  determined  by  public  authorities  to  a 
large  extent,  and  in  passing  upon  capitalization  it  is  inevitable 
that  the  question  of  rates  shall  be  considered  at  the  same  time. 
The  report  is  rather  brief,  but  I  am  quite  willing  to  submit  it 
without  reading  it  on  the  basis  of  what  I  have  said,  and  I  ask  leave 
1li at  1he  report  be  received  and  printed. 


REPORT  OF  THE  COMMITTEE  ON  RATES  AND  RATE  MAKING. 

During  the  past  year  there  has  been  exceptional  interest  on  the 
part  of  both  the  railroads  and  the  public  in  the  subject  of  rates 
and  rate  making;  and  earnest  efforts  continue  to  be  made  to 
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discover  a  practical  and,  if  possible,  a  rational  standard  to  apply 
in  the  elaboration  of  rate  schedules,  and  in  passing  upon  the 
reasonableness  of  rates,  against  which  complaints  are  made  before 
public  service  commissions.  It  is  not  probable  that  the  majority 
of  students  of  this  question  have  yet  agreed  upon  any  single  basis 
or  standard  that  may  control  in  rate  making.  The  thought  which 
most  transportation  students  have  as  to  the  basis  of  rates  is,  as 
expressed  by  one  of  the  members  of  this  committee, 

"That  there  are  many  considerations  which  enter  into  the  question  of  a  reason- 
able rate — not  alone  the  cost  to  the  carrier  and  the  value  to  the  shipper  of  the 
service  to  be  rendered,  but  many  others — and  that  it  is  impracticable  to  lay  down 
any  comprehensive  or  definite  formula  to  be  applied  in  all  cases,  for  the  reason 
that  the  facts,  circumstances  and  conditions  vary  so  widely  that  it  often  happens 
that  what  would  be  a  very  conspicuous  and  important  consideration  in  one  case 
is  so  counterbalanced  by  some  other  controlling  feature  that  it  becomes  unimportant 
in  other  cases." 

While  rates  continue  to  be  made  by  carriers  and  to  be  passed 
upon  by  regulatory  commissions  by  the  exercise  of  individual 
judgment,  rather  than  by  the  application  of  any  accepted  formula 
or  standard,  there  are  two  very  noticeable  present  tendencies  in 
the  theory  and  practice  of  making  and  regulating  rates.  These 
two  tendencies  are  to  give  greater  weight  to  cost  in  rate  making 
and  to  recognize  a  close  relationship  between  railroad  securities 
and  railroad  rates. 

One  member  of  this  committee  is  of  the  opinion  that  cost  of 
service  can  be,  and  ought  to  be,  made  the  basis  of  transportation 
charges.  In  a  letter  recently  received  by  the  chairman,  this 
member  of  the  committee  states  his  views  as  follows : 

"My  position  is  that  the  cost  of  the  service  can  be  fairly  accurately  ascertained, 
and  that  it  should  be  ascertained,  and  that  this  cost  should  be  modified  by  <  the 
value  of  the  product  graded  and  classified,  and  by  such  other  commercial  conditions 
as  may  affect  each  particular  case.  I  have  made  rates  on  this  basis  for  several 
years,  and  I  find  that  in  the  long  run  it  is  the  safest  basis  to  pursue.  Of  course, 
I  realize  that  apportionments  can  not  be.  made  with  absolute  accuracy.  On  the 
other  hand,  I  find  that  they  can  nearly  always  be  brought  within  five  per  cent  of 
where  they  should  be.  In  view  of  this,  it  seems  to  me  that  the  cost  method  is  not 
only  safe,  but  necessary." 

This  testimony  by  a  man  who  has  had  many  years  of  experience 
in  rate  making  is  of  great  significance,  and  indicates  that  the  cost 
basis  of  rate  making  has  less  practical  difficulties  than  most 
transportation  students  have  associated  with  that  basis.  If  one 
expert  can  apply  the  cost  basis  without  difficulty  to  the  problems 
.of  rate  making,  doubtless  others  can,  and  it  is  possible  that  the 
cost  principle  may  find  increasing  acceptance  year  by  year  by 
those  responsible  for  the  making  or  revising  of  rates. 
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The  more  general  acceptance  of  cost  as  the  desirable  basis  of 
rates  will,  however,  depend  upon  the  general  acceptance,  or  re- 
jection, of  the  equity  of  rates  based  solely  or  mainly  upon  the 
cost  of  service.  The  determination  of  this  question  may  prove 
hardly  less  difficult  than  the  working  out  of  a  practical  method 
of  applying  the  cost  standard  to  transportation  charges.  In  fact, 
the  public  is  more  interested,  in  the  equitable  distribution  of 
transportation  burdens  than  it  is  in  the  practicability  of  apply- 
ing cost  or  any  other  standard  to  rates.  The  two  above  quotations 
from  letters  received  from  members  of  this  committee  express 
opposite  views  on  this  question.  This  fact  would  be  sufficient  to 
justify  the  conclusion  that  the  cost  basis  has  not  yet  been  gener- 
ally accepted  as  one,  the  application  of  which  will  result  in  the 
equitable  and  satisfactory  distribution  of  the  burdens  of  trans- 
portation. 

At  the  present  time  there  is  pending  in  Congress  a  bill  which, 
if  it  become  a  law,  will  give  the  Interstate  Comme^e  Commission 
the  power  to  approve  or  disapprove  a  proposed  issue  of  railway 
stocks  and  bonds.  Several  of  the  states  have  already  given  their 
commissions  the  power  to  regulate  the  securities  of  public  service 
corporations,  and  in  all  probability  it  will  not  be  many  years 
before  Federal  or  State  authority  passes  upon  practically  all 
issues  of  railway  securities. 

As  long  as  it  was  the  generally  accepted  belief  that  there  was 
little,  if  any,  connection  between  the  volume  of  securities  issued 
by  the  railroad  and  the  rates  that  it  charged,  the  relation  of 
railroad  securities  to  rate  making  was  considered  by  many  per- 
sons to  be  an  academic  question;  although  the  public  generally 
has  always  felt  that  in  some  way  or  another  the  railroad  would 
try  to  secure  from  the  rates  charged  enough  revenues  to  pay 
interest  on  all  the  bonds  issued  and  to  give  the  stockholders 
dividends  upon  the  outstanding  capital.  As  a  matter  of  fact, 
the  rates  actually  made  have  been  determined  both  by  competitive 
or  commercial  conditions  and  also  by  the  pressure  exerted  upon 
railway  managers  by  the  fixed  charges  which  railway  companies 
have  to  bear.  Whatever  may  have  been  the  past  theory  as  to  the 
relation  of  rates  to  capitalization,  it  is  now  strongly  urged  by 
the  carriers  that  they  can  not  issue  securities  to  secure  necessary 
addition  to  capital  without  increasing  rates;  and  the  argument 
of  the  carriers  seems  to  be  meeting  with  the  approval  of  many 
classes  of  business  men.  The  relation  of  rates  to  railroad  secur-' 
ities  is  becoming  a  very  present  question.  One  member  of  the 
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committee,  in  a  letter  to  the  chairman,  has  stated  what  is  involved 
in  this  question  in  the  following  concise  language: 

"The  present  situation  with  the  pressing  demand  on  the  part  of  the  carriers  for 
more  revenue  by  increased  rates  for  the  avowed  purpose  of  strengthening  their 
credit  in  order  to  raise  money  by  the  issuance  of  securities,  deemed  to  be  necessary 
by  them  for  various  purposes,  and  the  arguments  advanced  in  favor  of  such  a 
proposition,  suggest  the  importance  of  the  question  as  to  what  should  be  the  con- 
siderations upon  which  rates  are  based.  Only  a  few  years  ago  the  proposition 
that  there  was  such  a  relationship  between  rates  which  the  public  must  pay  and 
the  securities  issued  by  carriers,  the  principal  and  interest  of  which  must  be  met 
from  time  to  time,  was  almost  hooted  at  upon  the  idea  that  one  had  no  relation 
to  the  other.  Now  we  are  told  that  the  commercial  life  of  the  country  almost 
depends  upon  the  ability  of  the  carriers  to,  in  some  way,  raise  money  to  take  care 
of  the  interest  on  their  bonds  and  meet  the  principal  of  those  falling  due,  by 
refunding  or  otherwise,  and  that  the  rates  must  be  made  high  enough  either  to 
give  them  enough  revenue  or  to  afford  them  such  a  moral  guarantee  in  the  com- 
mercial world  that  they  can  by  the  sale  of  additional  securities  raise  the  money 
with  which  to  do  so — that  the  just  interests  of  the  widows  and  orphans  and  inno- 
cent holders  throughout  the  world,  and  represented  by  insurance  companies,  trust 
funds,  savings  banks,  etc.,  are  so  bound  up  in  the  matter  that  good  morals  and 
good  public  policy  alike  demand  that  the  rates  should  be  made  high  enough  to 
take  care  of  all  of  these  things,  and  that  too  when  there  is  yet  no  authority  to 
put  any  limitation  upon  the  amount  of  their  securities,  price  at  which  and  how 
they  shall  be  sold,  and  to  what  purposes  the  money  obtained  therefrom  shall 
be  applied." 

The  foregoing  statement  shows  clearly  that  the  problems  of 
rate  making  must  be  considered  jointly  with  the  capital 
requirements  of  railroads,  and  with  the  policy  of  the  public 
as  regards  the  regulation  of  railroad  securities.  Rates  are 
no  longer  controlled  solely  by  extra-human  competitive  forces. 
It  is  recognized  by  everybody  that  rates  and  revenues  are 
now  largely  influenced  by  the  theory  and  practice  of  the  public 
officials  vested  with  the  authority  to  prescribe  or  revise  trans- 
portation charges.  This  fact  makes  it  increasingly  important 
that  serious  students  of  transportation  should  endeavor  to  agree 
upon  practical  and  equitable  standards  or  bases  of  railway 
charges.  Unfortunately  this  committee  is  unable  to  solve  this 
question  which  has  long  vexed  both  traffic  managers  and  railway 
commissioners.  Little  by  little,  year  by  year,  the  problems  of 
rate  making  will  be  worked  out  by  the  practical  experience  of 
railroad  officials  and  railway  commissioners. 


The  PRESIDENT.  Gentlemen,  you  have  heard  the  statement 
of  the  gentleman  who  has  just  made  the  report.  What  is  the  will 
of  the  Convention? 

Mr.  THORNE,  of  Iowa.    I  move  that  it  be  received  and  printed. 
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Mr.  REYNOLDS,  of  Washington.  I  desire  to  object  to  this  re- 
port very  strenuously.  My  objection  is  to  the  following  para- 
graph which  I  will  read: 

"While  rates  continue  to  be  made  by  carriers  and  to  be  passed  upon  by  regula- 
tory commissions  by  the  exercise  of  individual  judgment,  rather  than  by  the  appli- 
cation of  any  accepted  formula  or  standard,  there  are  two  very  noticeable  present 
tendencies  in  the  theory  and  practice  of  jnaking  and  regulating  rates.  These  two 
tendencies  are  to  give  greater  weight  to  cost  in  rate  making — " 

— which  I  agree  with — 

"and  to  recognize  a  close  relationship  between   railroad   securities  and   railroad 
rates." 

To  that  last  statement  I  am  absolutely  opposed,  and  I  dis- 
agree with  it.  Out  in  our  country,  capitalization  has  no  connec- 
tion of  any  kind,  nature  or  description  with  the  question  of  rate 
making,  for  the  reason  that  our  roads  are  so  far  over-capitalized 
that  there  cannot  possibly  be  any  relationship  at  all.  I  desire 
briefly  to  cite  one  instance. 

There  is,  in  the  records  of  the  Public  Service  Commission  of 
the  State  of  Washington,  the  testimony  of  Mr.  Corbin,  who  built 
a  road  in  the  eastern  part  of  the  State  of  Washington.  Mr. 
Corbin  testified  that  it  cost  him  $25,000  a  mile  to  build  the 
road.  After  the  road  was  constructed,  it  was  turned  over 
to  a  corporation  which  issued  $30,000  a  mile  in  bonds  and 
$30,000  a  mile  in  stock,  and  the  people  of  eastern  Washington 
are  expected  to  make  a  return  upon  a  capitalization  of  $60,000 
a  mile,  where,  the  truth  is,  there  was  in  the  first  instance  only 
$25,000  a  mile  invested.  That  same  condition  holds  throughout 
our  State  with  the  various  public  utilities,  and  that  is  the  rea- 
son why  I  say  that  the  report,  as  far  as  it  refers  to  capitalization, 
does  not  meet  with  my  approval. 

Mr.  JOHNSON,  of  Pennsylvania,  Possibly  the  report  is  not 
presented  completely  enough.  There  is  nothing  inconsistent  be- 
tween the  statement  just  made  and  the  language  of  the  report. 
In  Washington,  I  have  no  doubt,  that  there  are  corporations 
•whose  capital  is  so  much  beyond  the  investment  that  you  can  go 
on  making  rates  quite  free  of  any  restriction  of  that  kind. 

Mr.  REYNOLDS,  of  Washington.    Absolutely. 

Mr.  JOHNSON,  of  Pennsylvania.  There  are  cases  coming  be- 
fore the  Pennsylvania  Public  Service  Commission  on  the  matter 
of  increase  of  capitalization,  although  we  do  not  have  the  power 
definitely  to  determine  whether  the  capital  shall  be  issued;  but 
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we  have  to  be  completely  informed,  that  is,  the  public  through 
us  has  to  be  completely  informed  as  to  proposed  issues,  and  in 
every  instance  great  emphasis  is  laid  upon  the  revenue  needs  of 
the  carriers.  They  want  to  issue  more  capital  because  present 
rates  do  not  enable  them  to  take  care  of  their  capital  needs. 

Mr.  REYNOLDS,  of  Washington.  Is  not  that  a  fraud  upon  the 
public,  to  permit  a  public  utility  that  is  already  over-capitalized 
to  issue  more  stock  or  bonds? 

Mr.  JOHNSON,  of  Pennsylvania.  It  would  be  the  duty  of  the 
Commission  first  of  all  to  determine  whether  it  was  over- 
capitalized. 

Mr.  REYNOLDS,  of  Washington.    Assuming  that  it  was. 

Mr.  JOHNSON,  of  Pennsylvania.  Assuming  that  it  was,  then 
the  question  of  the  issue  of  more  capital  should  be  decided  with 
reference  to  the  facts  developed  by  investigation.  The  com- 
mittee did  not  lay  very  much  stress  upon  that  part  of  its  report, 
because  the  primary  purpose  was  to  show  that  there  had  been, 
as  a  matter  of  fact,  a  change  in  the  emphasis  laid  upon  these 
respective  factors.  Whereas  formerly  it  was  contended,  with- 
out any  serious  question,  that  rates  were  controlled  entirely  by 
commercial  forc.es,  it  is  now  being  seriously  contended  by  the 
•carriers — and  in  many  cases  I  think  we  must  admit  the  con- 
tention is  true — that  the  capital  requirements  of  the  carriers 
can  in  the  future  only  be  met  by  providing  them  with  revenues 
required  to  secure  that  capital,  and  those  revenues  must  be 
secured  through  the  rates  which  public  bodies  authorize.  The 
question  was  more  or  less  academic  in  the  report,  but  has  its 
practical  value. 

The  PRESIDENT.  Gentleman,  the  motion  has  just  been  made 
that  the  report  presented  by  Mr.  Johnson  be  received  and 
printed. 

The  motion  was  agreed  to. 

Mr.  JENNINGS,  of  Illinois.  Mr.  President,  I  offer  this 
resolution : 

Resolved,  That  this  Association  is  opposed  to  the  proposition 
of  taking  from  the  States  the  jurisdiction  over  the  regulation 
and  control  of  securities  to  be  issued  by  common  carriers  and 
other  public  utilities. 

I  move  the  adoption  of  the  resolution. 

Mr.  THORNE,  of  Iowa.  I  understood  you  were  going  to  em- 
brace in  that  a  clause  providing  that,  should  anv  such  matter 
T>e  given  serious  consideration,  we  most  earnestly  favor  the 
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amendment  suggested  by  Judge  Hillyer.  Will  that  embarrass 
it  at  all? 

Mr.  JENNINGS,  of  Illinois.  I  do  not  believe  we  ought  to  take 
a  position,  and  apologize  for  taking  it  at  the  same  time.  If 
there  is  any  danger  of  such  a  bill  being  passed,  we  ought  to  get 
into  the  game  when  we  see  it  is  going  to  be  passed,  and  get 
all  we  can  out  of  it;  but,  as  far  as  I  am  concerned,  I  am  opposed 
to  the  whole  business  and  I  do  not  want  to  apologize  for  my 
position. 

Mr.  THORNE,  of  Iowa,  I  am  not  thinking  of  the  apology.  I 
am  thinking  of  what  Judge  Hillyer  earnestly  suggests. 

Mr.  JENNINGS,,  of  Illinois.  I  think  this  Association  ought  to 
be  opposed  to  it  outright,  and  then  if  we  want  to  go  in  later 
and  take  that  position,  all  very  well.  That  is  the  way  I  feel 
about  it. 

The  PRESIDENT.  Gentlemen,  you  have  heard  the  resolution. 
Is  it  seconded? 

Mr.  JOHNSON,  of  Pennsylvania,  As  I  understand  this  mo- 
tion, the  passage  of  it  would  be  a  definite  reversal  of  the  posi- 
tion taken  by  this  Association  twelve  months  ago.  It  seems 
rather  questionable  whether,  at  this  late  hour  in  the  meeting 
of  the  convention,  when  so  many  of  the  members  have  returned 
to^their  homes,  we  should  definitely  reverse  the  solemn  action 
taken  by  this  Convention  a  year  ago.  I  make  that  point,  and  I 
wish  further  to  add  that,  if  we  are  going  into  this  subject  I 
think  we  ought  to  debate  it.  Some  of  us  feel  quite  as  strongly  on 
the  other  side  as  the  mover  of  this  resolution  does  on  his  side; 
that  is,  if  the  securities  of  public  carriers  are  to  be  regulated, 
tlioY  oncrht  to  be  regulated  by  one  authority  whose  power  is 
nation-wide. 

Mr.  JENNINGS,  of  Illinois.    Do  you  represent  some  State? 

Mr.  JOHNSON,  of  Pennsylvania.  I  am  a  member  of  the  Public 
Service  Commission  of  Pennsylvania,  I  do  not  represent  any 
State. 

Mr.  JENNINGS,  of  Illinois.    I  did  not  think  you  did. 

The  PRESIDENT.     Are  you  ready  for  the  question,  which  is: 

"Resolved,  that  this  Association  is  opposed  to  the  proposition  of  taking  from 
the  States  the  jurisdiction  over  the  regulation  and  control  of  securities  to  be  issued 
by  common  carriers  and  other  public  utilities." 

Mr.  JENNINGS,  of  Illinois.  Mr.  President,  I  wish  to  say,  in 
just  a  few  words,  that  if  this  Commission  has  ever  taken  the 
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position  that  it  ought  to  surrender  that  control,  I  think,  at  the 
first  opportunity  that  presents  itself,  it  ought  to  take  back  any 
such  statement  or  resolution,  if  it  ever  passed  it,  or  any  such 
position  if  it  ever  assumed  it. 

Mr.  JOHNSON,  of  Pennsylvania.  May  I  ask  the  mover  of  the 
resolution  a  question? 

Mr.  JENNINGS,  of  Illinois.    Certainly. 

Mr.  JOHNSON,  of  Pennsylvania.  Is  your  motion  intended  to 
be  an  expression  against  the  federal  regulation  of  stock  and  bond 
issues? 

Mr.  JENNINGS,  of  Illinois.  My  motion  means  that  the  States 
shall  have  control  over  the  issue  of  stocks  and  bonds  by  utilities 
doing  business  in  the  States.  That  is  what  I  mean,  that  we  are 
unwilling  to  give  it  up. 

Mr.  JOHNSON,  of  Pennsylvania,  And,  do  you  mean  that  the 
Federal  Government  should  not  exercise  it? 

Mr.  JENNINGS,  of  Illinois.    You  may  say  that,  if  you  want  to. 

Mr.  JOHNSON,  of  Pennsylvania.  I  do  not  suppose  anybody 
could  deny  to  the  States  the  right  to  regulate  the  issues  of  stock 
and  bonds  of  corporations  doing  business  in  that  State. 

Mr.  JENNINGS,  of  Illinois.  I  do  not  see  how  I  could  keep  any- 
thing and  give  it  to  somebody  else  at  the  same  time. 

Mr.  JOHNSON,  of  Pennsylvania.  Nobody  can  take  away  from 
your  State  the  right  to  regulate  stock  and  bond  issues. 

Mr.  HALL,  of  Nebraska,  Are  you  referring  to  other  public 
utilities  in  the  nature  of  gas  plants  and  electric  light  plants  and 
telephone  plants? 

Mr.  JENNINGS,  of  Illinois.  I  am  referring  to  every  public 
utility  in  the  State. 

Mr.  HALL,  of  Nebraska.  This  Commission  a  year  ago  did  not 
take  any  such  position. 

Mr.  JOHNSON,  of  Pennsylvania.  Did  it  not  put  itself  on  rec- 
ord as  favoring  Federal  regulation  of  railroad  stocks  and  bonds? 

Mr.  HALL,  of  Nebraska.  It  referred'  specifically  to  the  regula- 
tion of  railroad  stocks  and  bonds  as  I  remember  it,  but  it  was 
limited  to  railroad  capitalization,  I  think. 

Mr.  JOHNSON,  of  Pennsylvania.    Yes,  I  think  it  was. 

Mr.  HALL,  of  Nebraska.  Leaving  it  in  that  way,  personally 
I  have  no  objection  to  the  Federal  government  taking  complete- 
charire  of  the  capitalization  of  interstate  carriers.  I  do  not  be- 
lieve that  you  can  have  two  separate  jurisdictions,  and,  as  T 
suggested  before  some  committees  last  year,  the  Nebraska  Kail- 
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road  Commission  would  be  glad  to  furnish  the  Interstate  Com- 
merce Commission  with  all  the  data  and  other  information  it 
has  gathered  in  the  valuation  of  the  railroads  of  the  State  of 
Nebraska;  and,  if  the  Interstate  Commerce  Commission  makes 
a  valuation  based  on  State  lines,  I  see  no  reason  then  to  ob- 
ject to  using  that  valuation  for  the  making  of  intrastate  rates. 
But,  this  resolution  seems  to  imply  that  it  is  an  effort  to  take 
out  of  the  hands  of  the  Commissions  the  regulation  of  the  capi- 
talization of  all  the  utilities.  You  are  all  familiar  with  the  New 
York  law  affecting  the  capitalization  of  public  utilities.  The 
Nebraska  statute  was  copied  from  that  New  York  statute,  be- 
fore the  last  amendment  was  made  to  it,  and  we  are  operating 
under  that  statute  as  far  as  other  public  utilities  are  concerned. 
You  will  remember  that  last  year  it  was  very  hotly  debated 
here  for  a  couple  of  days  that  the  States  should  not  pass  legis- 
lation placing  within  the  jurisdiction  of  the  Commissions  of 
other  States  the  question  of  capitalization.  I  do  not  know  how 
it  was  possible  for  those  gentlemen  to  take  that  stand,  but  they 
were  defeated  in  that  as  you  will  remember,  and  I  do  not  want 
to  go  on  record  here  as  lending  my  influence  in  the  slightest  de- 
gree to  any  legislation  that  would  take  out  of  the  hands  of 
the  Nebraska  Eailway  Commission  the  whole  and  complete 
question  of  the  capitalization  of  local  utilities. 

Mr.  BURR,  of  Florida.  Mr.  Hall,  did  I  understand  you  to  say 
that  the  action  of  the  Convention  of  last  year  was  limited  simply 
to  railroads? 

Mr.  HALL,  of  Nebraska.  That  is  as  I  remember  it.  I  have  not 
read  it  since  that  time. 

Mr.  BURR,  of  Florida.  That  would  probably  remove  a  large 
amount  of  the  objection  to  the  proposition. 

Mr.  JENNINGS,  of  Illinois.  No,  it  does  not  remove  any  objec- 
tion that  I  have,  and  that  I  am  trying  to  express  by  this  resolu- 
tion. I  am  opposing  the  surrender  of  any  power  over  the  right 
of  utilities  to  issue  stocks  or  bonds  by  the  utility.  I  am  opposed 
to  surrendering  any  power  over  that  to  anybody. 

Mr.  THOMPSON,  of  Illinois.  What  was  done  a  year  ago?  I 
ask  that  question  for  information.  The  members  of  the  Illinois 
ronnnission  were  none  of  them  here  at  that  time.  In  fact,  it  is 
a  new  Commission.  What  was  the  particular  action  that  was 
taken  by  this  Association  on  the  question  of  stocks  and  bonds 
being  issuod  by  States  and  controlled  by  States,  or  by  the  Federal 
Government? 
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Mr.  BURR,,  of  Florida.  Can  the  Secretary  refer  to  that? 

The  SECRETARY.    Yes. 

Mr.  HALL,  of  Nebraska.  While  the  Secretary  is  looking  for 
that,  I  wish  to  say  to  the  gentleman  who  has  offered  the  resolu- 
tion that,  if  he  has  been  following  closely  the  progress  of  the 
work  of  the  Interstate  Commerce  Commission  in  preparing  to 
value  the  interstate  carriers,  he  must  soon  come  to  the  con- 
clusion that  the  task  is  too  gigantic  even  for  the  Interstate  Com- 
merce Commission  and  its  entire  equipment  for  that  work. 
When  an  application  is  laid  down,  upon  the  table  of  a  Commis- 
sion, for  millions  and  millions  of  securities  to  be  sold  and  the 
proceeds  to  be  spent  in  the  development  of  interstate  properties, 
part  in  Chicago,  part  in  St.  Louis,  part  in  the  lines  running 
between,  for  extensions  and  betterments,  I  do  not  see  how  it  is 
in  the  power  of  any  State  Commission  as  at  present  constituted, 
unless  it  might  be  New  York  and  two  or  three  others,  to  under- 
take such  a  gigantic  proposition  as  a  proper  investigation  of 
the  subject.  Except  the  New  York  Commission  and  two  or 
three  others,  they  are  not  equipped  and  will  not  be  equipped, 
nor  will  the  money  be  furnished  them  by  their  respective  legis- 
latures to  do  such  work.  The  Commissions  of  the  respective 
States  will  do  well  if  they  take  care  of  the  capitalization  of  the 
local  public  utilities.  That,  to  my  certain  knowledge,  is  a  most 
gigantic  undertaking.  I  have  been  trying  to  familiarize  myself 
with  the  actions  of  the  New  York  Commissions  in  regard  to 
such  matters  more  particularly,  because  our  law  was  taken 
from  their  law,  and  I  believe  that  the  work  which  the  New  York 
Commission  is  doing  is  something  wonderful.  It  goes  beyond 
the  conception  of  the  average  member  of  this  floor. 

The  PRESIDENT.  It  is  Mr.  Maltbie's  Commission  that  Mr.  Hall 
is  speaking  of. 

Mr.  HALL,  of  Nebraska.  I  take  off  my  hat  to  Mr.  Maltbie 
for  the  wonderful  work  he  has  been  doing  along  those  lines.  I 
say  if  the  Commissions  of  the  respective  States  can  properly 
take  care  of  the  capitalization  of  the  local  utilities,  and  leave 
to  the  Interstate  Commerce  Commission  the  other  gigantic  task, 
I  for  one,  while  not  wishing  to  surrender  or  shirk  any  duty,  not 
for  one  minute,  believe  that  the  work  started  by  the  Interstate 
Commerce  Commission  should  be  assisted  by  the  State  Commis- 
sions wherever  possible  to  lend  any  assistance,  and  when  that 
work  is  prosecuted,  the  rest  of  the  commissions  should  stand 
upon  it. 
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The  PRESIDENT.  Judge  Hillyer,  of  Georgia,  is  recognized  now. 

Mr.  HILLYER,  of  Georgia.  Mr.  President,  a  little  while  ago 
Mr.  Burr  alluded  to  my  own  action  and  that  of  the  Georgia 
Commission,  and  to  the  feature  of  this  problem  which  relates  to 
giving  notice  to  the  State  authorities.  At  that  moment,  my  at- 
tention was  very  much  absorbed  by  a  matter  on  which  a  gentle- 
man was  consulting  me,  not  related  to  this  subject,  and  there- 
fore the  opportunity  to  answer  passed  by;  but  he  himself  said 
all,  or  nearly  all,  that  I  would  have  wanted  to  say ;  namely,  that 
this  is  a  subject  which  attracted  and  had  the  attention  of  the 
Georgia  Commission,  and  that  I  have  been  devoting  some  at- 
tention to  it  during  this  meeting  of  this  Association.  I  will 
add  this;  that  the  feature  to  which  we  have  heretofore  given 
attention  was  not  the  question  of  the  merits  of  the  original 
proposition,  or  the  matter  as  to  whether  this  bill,  in  any  form, 
ought  to  pass  or  not,  but  that,  if  it  did  pass,  it  should  contain 
the  provision  requiring  notice,  and  I  still  think  that  is  really 
the  crucial  question  here  before  us.  Now,  there  is  doubtless 
some  difference  of  opinion  and,  from  what  has  dropped  out  in 
the  discussion  here,  it  might  appear  that  the  majority  of  the 
Association  or  its  members  present  are  opposed  to  any  legisla- 
tion at  all  on  the  subject.  But,  probably  all  of  us  agree  that,  if 
such  legislation  should  be  enacted  by  Congress,  it  ought  to  con- 
tain the  provision  requiring  notice.  It  is  a  good  rule  in  legis- 
lative halls  and  in  the  courthouse,  and  in  an  association  like 
this,  to  put  the  truth  in  the  papers.  The  voice  of  this  Associa- 
tion undoubtedly  is  that,  if  Congress  sees  proper  to  adopt  this 
bill  in  any  form,  it  ought  to  insert  a  provision  requiring  notice. 
There  cannot  be  any  harm  to  say  so.  It  was  suggested  by  one 
of  the  Illinois  members  that  to  say  so  might  imply  a  consent,  or 
a  weakening  in  the  earnestness  of  the  view  of  the  commissions 
in  opposition  to  any  legislation  whatever.  I  do  not  at  all  think 
so,  in  view  of  what  has  happened.  Here  is  a  bill  which  was 
introduced  in  the  House  early  in  the  last  session  and,  after 
three  or  four  months  of  consideration  by  its  appropriate  com- 
mittee— and  a  very  able  committee  it  is,  I  am  acquainted  with 
some  of  its  members,  especially  its  chairman.  Judge  Adamson, 
from  our  own  State — and  that  committee  having  before  it  ten 
or  twelve  different  bills  on  this  subject,  after  thorough  con- 
sideration this  bill  was  passed  by  the  House.  I  am  not  informed 
in  regard  to  the  size  of  the  majority  by  -which  it  passed.  Well, 
now,  after  a  measure  of  lo.irislation  has  boon  passod  by  one 


PROCEEDINGS  OF  THE   CONVENTION.  347 

House  of  Congress,  it  is  too  late  for  people  .to  be  particularly- 
tender  in  the  notion  that  merely  to  talk  about  the  passage  of 
such  a  bill  will  tend  to  promote  the  success  of  its  ultimate 
passage  by  the  other  House.  It  is  a  fact  that  already  exists  that 
the  legislative  crisis  is  upon  the  country  on  the  subject.  Now, 
therefore,  in  order  that  the  final  action  of  this  body  may  ex- 
press the  true  situation,  I  move  to  amend  the  resolution  of  the 
gentleman  from  Illinois  by  adding,  at  its  close,  the  following 
words : 

"But  if,  contrary  to  the  views  herein  expressed,  Congress  should  see  proper 
to  enact  such  legislation,  this  Convention  hereby  recommends  that  provision  be 
made  therein  for  the  fullest  notice  and  opportunity  to  be  heard  by  the  Commissions 
and  authorities  of  the  several  States  having  charge  of  public  utilities  affected  or 
concerned  therein." 

It  seems  to  me  that  the  resolution  thus  amended  would  meet 
the  situation,  and  I  offer  that  amendment. 

The  PRESIDENT.  Gentlemen,  you  have  heard  the  substitute  of- 
fered by  Judge  Hillyer,  of  Georgia. 

Mr.  JENNINGS,,  of  Illinois.  I  will  accept  the  amendment  offered 
by  Judge  Hillyer. 

The  PRESIDENT.  Gentlemen,  the  Secretary  was  asked  for  some- 
information  a  few  minutes  ago,  and  he  will  now  give  that  in- 
formation to  the  Convention. 

The  SECRETARY.  The  Convention,  at  its  last  session,  endorsed 
this  provision  among  others — 

Mr.  HILLYER,  of  Georgia.  Was  it  a  report  that  was  adopted,, 
or  a  resolution? 

The  SECRETARY.  It  was  a  report  that  was  adopted,  which  con- 
tained six  or  eight  recommendations. 

Mr.  HALL,  of  Nebraska,  They  voted  upon  each  recommenda- 
tion separately. 

The  SECRETARY.  The  resolution  with  regard  to  the  issuance  of 
stocks  and  bonds  is  found  on  page  213  of  the  published  proceed- 
ings of  last  year,  and  is  as  follows: 

"That  regulation  of  the  stocks  and  bonds  of  interstate  common  carriers  be 
delegated  to  the  Interstate  Commerce  Commission." 

Mr.  JOHNSON,  of  Pennsylvania.  I  was  correct  in  saying  that 
the  adoption  of  the  resolution  that  is  now  pending  here  would 
be  a  reversal  of  the  action  taken  by  this  Convention  a,  year  ago. 
Without  debating  the  question,  I  simply  wish  to  say  that  I  feel, 
as  the  commissioner  from  Nebraska  (Mr.  Hall)  does,  that,  in- 
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our  large  States,  if  we  succeed  effectively  in  regulating  the  stock 
and  bond  issues  of  public  service  companies  other  than  inter- 
state carriers,  we  will  do  very  well,  and  it  seems  logical  and 
in  the  public  interest  to  leave  to  the  interstate  authority  the 
power  to  regulate  the  issuance  of  securities  of  interstate  carriers 
by  rail. 

Mr.  THOMPSON,  of  Illinois..  Mr.  President,  I  do  not  know 
just  what  was  intended  or  meant  by  the  language  of  the  report 
that  was  adopted  at  the  session  last  year.  Does  it  mean  that 
when  an  application  is  made  to  the  State  for  stocks  and  bonds 
in  a  new  enterprise,  a  railroad  for  instance,  that  such  State, 
which  is  to  do  business  with  other  States,  has  nothing  to  do  with 
the  amount  of  stocks  or  bonds  that  should  be  issued  by  that 
company? 

Mr.  JOHNSON,  of  Pennsylvania.  I  think  I  can  explain  what 
it  must  have  meant.  I  do  not  think  Congress  can  take  from  the 
States  their  power  to  pass  upon  the  securities  issued  by  State 
corporations.  I  understand  that  to  be  a  declaration  of  policy, 
that,  when  a  carrier  is  interstate,  and  proposes  to  issue  securi- 
ties, it  shall  be  the  policy  of  the  State  commissions  to  leave  to 
the  interstate  authority  to  determine  whether  those  securities 
shall  be  issued  or  not. 

Mr.  THOMPSON,  of  Illinois.  There  is  no  interstate  power  to 
approve  the  issue  of  any  stocks  or  bonds. 

Mr.  JOHNSON,  of  Pennsylvania.  Congress  has  power  to  regu- 
late commerce  among  the  States. 

Mr.  THOMPSON,  of  Illinois.  At  this  time  there  can  be  no  in- 
corporation of  a  railroad  by  Congress. 

Mr.  JOHNSON,,  of  Pennsylvania.    I  think  there  could  be. 

Mr.  THOMPSON,  of  Illinois.    Is  there  any  such  now? 

Mr.  JOHNSON,  of  Pennsylvania.    There  is  not  now. 

Mr.  THOMPSON,  of  Illinois.  No,  it  is  left  to  the  States  to 
grant  the  charters.  Unless  there  is  a  Federal  incorporation  law 
enacted,  it  seems  to  me  it  is  not  practicable  to  adopt  such  a 
resolution. 

Mr.  JOHNSON,  of  Pennsylvania.  I  cannot  quite  see  the  point. 
In  the  State  of  Pennsylvania  we  have  chartered  a  corporation, 
the  largest  railroad  company  in  the  world,  doing  business  in  at 
least  fifteen  States. 

Mr.  THOMPSON,  of  Illinois.    Yes. 

Mr.  JOHNSON,  of  Pennsylvania.  That  railroad  corporation 
proposes  to  issue  securities.  Shall  the  State  of  Pennsylvania 
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alone  determine  whether  that  nation-wide  corporation  should 
issue  securities?  Of  course,  it  has  the  legal  right  to  do  it,  but  is 
that  good  policy? 

Mr.  THOMPSON;,  of  Illinois.  The  point  is,  you  have  got  to  go 
a  step  further.  A  corporation  of  the  State  of  Pennsylvania  can- 
not operate  a  railroad  in  the  State  of  Illinois,  or,  probably,  in 
any  other  State,  without  first  coming  under  the  provisions  of 
the  law  of  that  other  State,  with  reference  to  having  its  in- 
corporation approved. 

Mr.  JOHNSON,  of  Pennsylvania.    That  is  very  true. 

Mr.  BURR,  of  Florida,  I  should  like  to  ask  Judge  Thompson 
what  this  sort  of  a  situation  would  lead  to:  We  will  take  a 
corporation  that  operates  in  more  than  one  State.  It  is  chart- 
ered under  the  laws  of  Virginia.  Now,  what  is  going  to  happen 
when  that  corporation  wants  to  issue  more  securities?  When 
you  go  down  into  the  State  of  Georgia,  where  that  corporation 
is  operating,  who  is  going  to  approve  of  the  issue  of  stock  and 
bonds?  Who  has  the  right  to  approve  that,  the  State  of  Georgia 
or  the  State  of  Virginia? 

Mr.  THOMPSON,  of  Illinois.  It  depends  on  the  laws  of  the 
particular  States  in  which  your  corporation  does  business. 

Mr.  HALL,  of  Nebraska.    I  can  tell  you  how  we  do  that. 

Mr.  BURR,  of  Florida.  I  have  a  faint  recollection  that  that 
question  arose  in  Georgia,  and  that  Judge  Hillyer's  Commis- 
sion held  that,  as  it  was  a  Virginia  corporation,  the  Georgia 
Commission  held  that  they  could  not  pass  upon  the  proposed 
issue  of  securities. 

Mr.  HILLYER,  of  Georgia.  A  majority  of  the  Commission 
held  that  it  was  a  foreign  corporation  and  that,  under  the  law 
organizing  the  Georgia  Commission,  that  Commission  had  no 
jurisdiction  to  pass  upon  a  contract  or  measure  proposed  by  a 
foreign  corporation. 

Mr.  KEYNOLDS,  of  Washington.     Who  rendered  that  decision? 

Mr.  HILLYER,  of  Georgia,  It  was  rendered  by  the  majority  of 
the  Georgia  Commission. 

Mr.  BURR,  of  Florida,    Did  Judge  Hillyer  write  that  decision? 

Mr.  HILLYER,  of  Georgia,     The  chairman  wrote  out  the  de- 
cision.   You  must  understand  that  the  question  of  who  voted  for 
it  is  immaterial  here.     I  am  loyal  to  my  Commission,  and  what 
ever  that  Commission  says  is  law  to  me  and  settles  the  question, 
so  far  as  I  am  concerned. 

Mr.  BURR,  of  Florida.  Your  former  chairman  and  your  pres- 
ent chairman  are  almighty  good  lawyers. 
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Mr.  JENNINGS,  of  Illinois.  We  have  had  a  great  many  appli- 
cations for  bond  issues  before  the  Illinois  Commission.  There 
are  a  number  of  other  neighboring  States  that  have  similar 
power  to  that  which  we  have  over  the  issue  of  securities,  and 
the-  practice  of  the  railroad  companies  is  to  make  application 
to  all  of  these  Commissions  for  authority  to  issue  the  securities 
and  to  get  the  consent  in  each" jurisdiction.  They  often  file  iden- 
tical petitions  with  each  Commission.  They  come  around  in  a 
circuit  and  get  the  consent  of  each  one. 

Mr.  BURR,  of  Florida.  That  is  what  they  did  in  the  case  I 
referred  to. 

Mr.  JENNINGS,  of  Illinois.  It  is  pretty  hard  for  them  to  get  by 
half  a  dozen  Commissions  with  anything  that  is  not  all  right. 

Mr.  HALL,  of  Nebraska,  I  have  been  up  against  that  Illinois 
Commission  on  some  of  these  matters,  and  have  signed  some  of 
those  orders,  and  I  say  it  is  a  shame.  It  is  ridiculous,  it  is  the 
height  of  folly  and  a  farce.  Mr.  Commissioner,  you  know  noth- 
ing of  the  materials  and  the  properties  back  of  those  securities, 
on  which  you  are  putting  the  stamp  and  seal  of  the  approval  of 
the  State  of  Illinois  when  they  are  sold.  You  do  not  know 
where  the  money  is  being  invested.  You  do  not  know  the  con- 
dition of  the  properties. 

Mr.  JENNINGS,  of  Illinois.  How  do  you  know  that  we  do  not 
know  that? 

Mr.  HALL,  of  Nebraska,  I  have  seen  the  papers  that  came 
around  to  our  commission. 

Mr.  JENNINGS,  of  Illinois.  How  did  they  inform  you  that  we 
did  not  know? 

Mr.  HALL,  of  Nebraska,  The  papers  are  supposed  to  contain 
the  information.  . 

Mr.  JENNINGS,  of  Illinois.  You  never  had  a  complete  record 
of  a  hearing  upon  the  application  for  a  bond  issue  or  of  the  show- 
ing made  before  the  Illinois  Commission,  in  your  life. 

Mr.  HALL,  of  Nebraska.    No,  I  never  did. 

Mr.  JENNINGS,  of  Illinois.  And,  you  have  no  business  to  say 
anything  like  that, 

Mr.  HALL,  of  Nebraska.    If  I  have  offended  you,  I  beg  pardon. 

Mr.  JENNINGS,  of  Illinois.  You  do  not  offend  me.  I  am  just 
sorry  for  you,  when  you  make  such  a  statement. 

Mr.  HALL,  of  Nebraska.  This  is  a  method  of  getting  the  ap- 
proval of  the  State  Commissions  for  the  issuance  of  stocks  and 
bonds  of  railroads  that  are  interstate:  An  attorney  takes  the 
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application  and  a  copy,  already  prepared,  of  the  order  which  is 
desired,  and  circulates  around  among  the  Commissioners  of  the 
respective  States  through  which  the  lines  run,  to  get  the  com- 
missioners to  sign  the  orders.  I  have  signed  them  myself,  with 
a  blush  of  shame  upon  my  face,  and,  if  I  am  to  place  the  stamp 
and  seal  of  the  State  of  Nebraska  upon  securities,  in  such  a 
way  as  that,  I  beg  to  be  relieved  from  such  onerous  duties. 

Mr.  JENNINGS,  of  Illinois.  We  do  not  do  it  in  that  way  in 
Illinois.  We  look  into  it. 

Mr.  BURR,  of  Florida.  Mr.  President,  I  have  remained  on  my 
feet  because  of  a  question  that  was  asked  here,  in  which  I  am 
interested,  as  to  what  was  meant  by  what  Mr.  Connolly  read 
from  last  year's  action.  I  know  of  no  gentleman  who  is  more 
capable  of  expressing  what  was  intended  at  least  than  Judge 
Clements  of  the  Interstate  Commerce  Commission.  He  has 
spoken  in  this  organization  before  upon  this  subject,  pointing 
out  the  good  reasons  why  legislation  of  this  kind  should  be 
passed,  for  the  purpose  of  regulating  something  that,  in  the  ma- 
jority of  the  States,  is  going  on  without  regulation.  As  I 
stated  to  you  a  while  ago,  I  have  always,  been  opposed  to  this 
thing,  but  I  have  a  kind  of  feeling  that  it  is  going  to  be  passed 
and,  if  it  is  passed,  I  want  to  get  something  in  it  to  give  all  of 
us  a  chance  to  be  heard.  If  Judge  Clements  does  not  object  to 
the  suggestion  which  I  have  made,  I  wrish  he  would  make  clear 
what  led  up  to  the  action  of  the  Convention  least  year,  in  going 
on  record  as  favoring  legislation  for  control  by  the  Federal 
Government  of  the  issues  of  stocks  and  bonds. 

Mr.  CLEMENTS,  of  the  Interstate  Commerce^ Commission.  Mr. 
President,  with  all  the  reports  before  this  body  yet  to  be  con- 
sidered and  acted  upon,  I  hesitate  to  assume  to  take  any  of  your 
time,  and  I  do  not  know  that  anything  I  can  say  will  be  of  bene- 
fit to  anyone  who  is  considering  this  question.  I  have  long  been 
responsible  for  such  views  as  I  have  expressed  from  time  to  time 
of  the  necessity  for  some  control  and  limitation  on  the  issuance 
of  stocks  and  bonds  by  common  carriers.  I  do  not  want  to  tell 
the  details  of  a  long  story,  but  a  few  words  will  show  what  I 
have  reference  to. 

In  the  investigation  of  the  Harriman  lines  some  years  ago, 
it  was  developed  that,  in  the  case  of  the  Chicago  &  Alton,  with 
which  many  of  you  are  familiar,  Harriman  and  three  other 
gentlemen  got  a  majority  of  the  stock.  The  road  was,  and  had 
been  for  years,  in  the  hands  of  that  veteran  railroad  man,  Mr. 
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Blackstone,  who  had  managed  the  road  so  that  it  paid  eight 
per  cent,  dividends  for  years  and  years  and  took  care  of  all  its 
interest  on  bonds,  and  was  a  real,  substantial,  sound  piece  of 
property,  managed  honestly  and  by  good  common  sense.  It  was 
a  shining  mark  for  those  who  were  looking  for  good  things  to 
reorganize.  These  gentlemen  obtained  a  majority  of  the  stock 
and,  in  a  little  while,  the  capitalization  was  raised  from  about 
$39,000,000  in  round  figures,  as  I  recall  it  now,  to  $114,- 
000,000.  In  our  investigations,  we  did  not  know  what  was  clone 
with  all  of  the  proceeds  of  the  bonds,  but  it  was  brought  out 
that  $10,000,000  of  them  were  in  the  hands  of  one  of  the  great 
life  insurance  companies  in  New  York,  which  had  taken  them  at 
96  cents  on  the  dollar.  They  were  not  sold  in  the  open  market 
by  the  Alton  road,  but  the  sale  was  confined  to  those  on  the  in- 
side. They  took  them  at  65  or  66  cents  on  the  dollar.  The  life 
insurance  company  paid  96  cents. 

Then,  a  few  years  ago,  there  was  the  case  of  the  Atlantic 
Coast  Line.  Mr.  John  W.  Gates,  now  dead,  turned  up  in  Now 
York  over  night  with  a  majority  of  the  stock  of  the  Louisville 
&  Nashville  Railroad  Company.  It  made  Mr.  Morgan  very  un- 
ensy,  and  Mr.  Schwab  was  called  up  and  sent  for  at  one  or  two 
o'clock  at  night  to  get  an  option  on  the  stock  of  the  Louisville 
&  Nashville.  He  began  at  $108,*  and  bought  as  cheaply  as  he 
could,  until  the  price  had  gone  up,  as  I  remember,  to  $135.  The 
result  of  this  visit  of  Mr.  Schwab,  at  the  instance  of  Mr. 
Morgan's  firm,  was  that  an  option  was  given  for  this  stock,  as  I 
remember  it,  at  $150  a  share.  So,  Mr.  Morgan  summoned  Mr. 
Walters  of  the  Atlantic  Coast  Line,  both  of  them  having  much 
to  do  with  a  system  of  their  own  in  the  South.  Evidently  they 
did  not  like  the  idea  of  having  John  W.  Gates  running  a  road 
in  a  State  where  their  line  was,  so  they  agreed  upon  the  plan 
that  they  would  give  $150  a  share  for  the  stock  of  the  Louisville 
&  Nashville,  and  the  way  they  would  take  care  of  it  was  that 
the  Atlantic  Coast  Line  should  issue  $50,000,000  of  stock  and 
bonds  altogether,  probably  $35,000,000  of  one  and  $15.000,000 
of  the  other,  but,  at  any  rate,  it  was  an  increase  of  $50.000.000 
in  the  capital  stock  of  the  Atlantic  Coast. Line,  which  took  over 
this  Louisville  &  Nashville  stock.  There  the  matter  stands  to- 
day. 

There  have  been  other  instances,  which  it  is  hardly  worth 
while  for  me  to  refer  to,  like  that  of  the  New  Haven,  where 
there  have  been  issues  of  bonds  and  stock  for  the  purpose  of 
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buying-  up  competing  properties,  outlying  properties,  which 
were  probably  not  very  productive,  and  probably  owned  by  some 
of  the  promoters  in  the  scheme,  who  bought  them  at  a  low  price 
and  turned  them  over  to  the  parent  corporation  at  a  high  price, 
and  which  were  paid  for  with  money  raised  by  issuing  bonds 
and  stocks. 

Now,  there  are  forty-eight  States  in  the  Union.  Some  of  them 
have  rigid  regulation  in  regard  to  the  issuance  of  stocks  and 
bonds  by  corporations  over  which  they  have  control.  Perhaps, 
some  of  them  have  no  regulation.  Some  of  them  have  very  lame 
regulation  in  that  respect.  It  has  not  been  many  years  since  it 
was  very  fashionable  to  go  to  certain  States  in  the  Union  to  get 
charters.  If  a  man  wanted  to  do  business  in  Texas  or  Georgia, 
it  would  be  under  a  charter  issued  by  another  State,  the  name 
of  which  I  perhaps  ought  not  to  mention  here. 

Mr.  THOMPSON,  of  Illinois.  Just  call  it  Jersey  and  let  it  go 
at  that. 

Mr.  CLEMENTS,  of  the  Interstate  Commerce  Commission.  West 
Virginia  and  New  Jersey  and  Connecticut  have  all  been  rather 
favorite  places  for  the  incorporation  of  concerns  of  this  sort  in 
the  South.  I  do  not  know  how  it  was  elsewhere.  I  am  not  re- 
flecting on  those  States.  Regulation  is  a  matter  of  growth. 
We  all  see  a  great  many  things  now  that  ought  to  be  done  better 
than  they  were  done  ten  years  ago.  New  Jersey  now  has  a  real 
law  and  a  real  commission,  and  so  has  Pennsylvania  gone  into 
the  matter  of  regulation  in  an  effective  way.  I  am  not  making 
any  criticism  at  all  of  those  States;  but,  in  the  pasr,  the  op- 
portunity has  been  wide  open  for  transactions  of  the  kind  I  have 
referred  to. 

Now,  what  happens?  A  company  runs  short  of  funds,  and 
they  say  that  the  stocks  and  bonds  have  no  relationship  to  rates 
or  to  shippers,  and  that  it  is  nobody's  business  except  that  of 
the  stockholders.  That  is  one  theory.  Whenever  they  get  close 
to  the  line  of  meeting  their  fixed  charges,  they  are  looking 
around  for  some  way  in  which  to  get  the  money  to  do  it.  One 
of  the  ways  is  to  ask  for  higher  rates.  So,  it  seems  to  me,  there 
is  a  very  close  physical  contact  between  the  capitalization,  which 
means  the  basis  for  fixed  charges  and  interest,  and  the  rates 
which  must  be  paid  in  order  to  meet  those  charges.  Therefore, 
in  view  of  the  development  of  the  last  few  years,  it  can  now 
hardly  be  said  that  there  is  no  relationship  between  capitaliza- 
tion, and  bonds  which  require  their  pound  of  flesh  everv  vear  to 
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be  paid  by  somebody,  and  the  rates  out  of  which  the  money  is 
to  be  raised  with  which  to  meet  those  fixed  charges. 

I  have  had  occasion  once  or  twice,  as  alluded  to  by  Mr.  Burr, 
to  discuss  this  question  on  this  floor  at  these  meetings.  In  all 
good  conscience,  I  would  infinitely  prefer  to  see  it  all  controlled 
by  State  action  and  State  Commissions,  if  such  a  thing  is  prac- 
ticable, if  you  think  it  will  be  done  effectively,  and  done  in  such 
a  way  that  the  door  will  not  be  left  wide  open  for  these  ex- 
ploitations, to  load  down  the  foreigners  and  the  home  people 
and  everybody  with  securities  of  this  kind,  and  then  after 
a  while  want  to  know  where  the  money  is  to  come  from  to  make 
them  good.  Common  honesty  would  seem  to  require  that  there 
should  be  some  control  over  these  things  from  some  quarter.  It 
has  never  been  made  effective  by  State  action  so  far.  I  have  not 
been  very  hopeful  that  it  would  be  made  effective  by  the  inde- 
pendent action  of  forty-eight  States.  I  would  much  prefer  to 
have  that  done  by  the  States  than  to  have  it  done  by  the  Federal 
Government,  if  it  can  be  done,  but  how  long  are  we  to  float  and 
go  on  with  it  in  this  condition?  I  confess  that  my  State  right 
teachings  do  not  stand  in  the  way  of  the  Federal  Government, 
which  has  control,  under  the  Constitution,  of  the  regulation  of 
commerce  and,  incidentally,  of  the  instrumentalities  of  com- 
merce, doing  this,  in  so  far  as  may  be  necessary  in  the  judgment 
of  Congress.  I  want  to  see  it  done.  I  would  rather  have  it  done 
by  the  States  than  by  the  Federal  Government,  but  I  would  not 
say  that  it  ought  not  to  be  done  by  Congress.  I  think  it  ought 
to  be,  unless  it  is  done  promptly  and  effectively  by  the  States, 
and  I  do  not  see  any  very  early  prospect  that  it  will  be  done  in 
that  war. 

I  think  we  have  gotten  beyond  the  point  where  there  can  be 
any  doubt  about  the  relation  between  capital,  which  means  in- 
terest, and  the  rates  out  of  which  the  money  is  to  come  to  pay 
that  interest.  I  do  not  see  how  that  can  be  dodged  any  longer. 
I  know  there  are  very  worthy  people  of  high  judgment  who 
think  this  ought  not  to  be  done,  that  the  approval  of  the  issue 
of  these  bonds  by  Federal  authority  will  be  an  implied  obliga- 
tion on  the  part  of  the  government  to  see  that  the  securities 
issued  hv  its  authority  are  made  good.  I  have  never  thought  that 
that  followed  at  all.  T  have  never  advocated  any  control  beyond 
that  which  was  necessary  to  see  that  these  corporations  shall 
not  be  burdened  with  water  and  speculation  until  their  credit 
is  destroyed,  but  that  they  may  have  authority  when  necessary 
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to  increase  their  capital  stock  and  their  bond  obligations  to  get 
money  with  which  to  do  legitimate  transportation  business  for 
the  public  at  a  just  and  reasonable  rate. 

Mr.  BURR,  of  Florida.  I  should  like  to  ask  you  what  your 
opinion  as  to  effective  regulation  where  a  corporation  like  the 
Atlantic  Coast  Line,  a  Virginia  corporation,  is  doing  business  in 
seven  States?  Who  would  be  the  controlling  factor  there,  under 
existing  conditions. 

Mr.  CLEMENTS,  of  the  Interstate  Commerce  Commission.  I 
have  never  followed  very  closely  the  details  of  the  Georgia  case. 
I  think  there  would  be  a  vast  deal  of  difficulty  in  many  of  these 
cases,  where  a  system  is  made  up  of  joints  and  pieces  of  road, 
finally  consolidated  under  one  parent  company,  with  all  the  in- 
tricacies of  those  old  companies.  It  may  be  possible  to  do  it,  but, 
probably,  it  will  not  be  done  very  soon  by  forty-eight  separate 
sovereignties. 

Mr.  HILLYER,  of  Georgia.  I  invite  attention  to  the  feature 
of  notice  that  is  in  the  bill.  Will  Judge  Clements  give  us  his 
opinion  as  to  whether  that  provision  ought  to  be  kept  in  the  bill 
or  stricken  out? 

Mr.  CLEMENTS,  of  the  Interstate  Commerce  Commission.  That 
is  in  line  with  what  I  think  about  this  whole  situation,  that 
there  ought  to  be  just  as  much  co-operation  and  notice  and  con- 
current action  and  understanding  by  the  commissions  as  is  prac- 
ticable to  have.  After  all,  this  is  one  country,  for  many  pur- 
poses and  for  most  purposes,  and  too  much  independent  action 
here,  on  diverging  and  conflicting  theories  about  these  things 
must  ever  result  in  conflict  and  confusion  and  discrimination 
and  imperfect  regulation.  The  whole  end  of  regulation  centers 
around  the  one  proposition  that  all  of  these  rates,  practices  and 
so  forth  shall  be  just  and  reasonable  in  amount  and  nondiscrim- 
inatory  in  their  operation  and  that  the  machinery  to  accomplish 
that  one  end  shall  be  just  to  the  shipper  and  carrier  alike. 

Mr.  HILLYER,  of  Georgia.  Perhaps  you  did  not  understand  my 
question. 

Mr.  CLEMENTS,  of  the  Interstate  Commerce  Commission.  Oh, 
yes.  I  thought  I  answered  that  in  what  I  have  said  about  the 
vnlno  of  co-oporation. 

Mr.  HILLYER,  of  Georgia.  Do  you  think  the  State  Commis- 
sions ought  to  have  notice  of  every  application  made  for  a  stock 
or  bond  issuo? 

Mv.  CLEMENTS,  of  the  Interstate  Commerce  Commission.  Yes, 
I  think  so.  There  might  be  exceptional  cases  where  it  would  be 
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impossible  for  3  dozen  Commissions  to  get  together .  in  some 
case  of  emergency,  for  refunding  a  short-time  note  or  something 
of  that  kind,  but,  as  a  general  proposition,  I  think  that  it  is 
fair  and  right  and  would  promote  the  best  results  to  have  the 
State  Commissions  notified. 

Now,  these  are  simply  some  views  that  have  been  forced  upon 
me  by  experience  and  observation,  which  I  should  not  have  ex- 
pressed here  if  I  had  not  been  asked  to  do  so.  They  are  per- 
haps of  not  much  value  to  you,  but  I  thought  I  would  respond  to 
Mr.  Burr's  request.  (Applause.) 

Mr.  THOMPSON,  of  Illinois.  Mr.  President  and  gentlemen,  I 
have  listened  with  a  great  deal  of  interest  to  what  Judge  Clem- 
ents has  said,  and  I  am  in  perfect  accord  with  practically  all 
that  he  has  said.  When  he  speaks  of  what  happened  to  the 
Chicago  £  Alton,  he  refers  to  something  the  people  of  Illinois 
are  very  familiar  with — and,  especially,  are  the  members  of  the 
Public  Utility  Commission  of  Illinois  pretty  well  advised  of  the 
condition  of — the  Alton  road?  It  was,  as  Judge  Clements  says, 
one  of  the  finest  properties  in  the  west,  so  long  as  it  was  under 
the  direction  of  Mr.  Blackstone. 

I  want  to  say  this  with  reference  to  the  Illinois  Law  and  how 
the  Illinois  Commission  acts  upon  these  applications  for  the 
issue  of  stocks  and  bonds.  Evidently,  the  gentleman  from 
Nebraska  (Mr.  Hall)  is  not  advised  as  to  our  methods  of  pro- 
cedure, nor  is  he  advised  as  to  the  requirements  of  the  Illinois 
Law,  or  he  would  not  have  made  the  statement  he  did  make. 

When  an  application  is  made  for  the  issue  of  stocks  and  bonds 
the  corporation  must  present  a  complete  statement  of  the  con- 
dition of  the  road.  The  Commission  is  advised  as  to  everything 
that  they  know  about  that  road.  They  must  give  us  full  in- 
formation on  that  point.  That  does  not  mean  that  we  must 
have  a  complete  appi'aisal,  because  they  have  not  got  that.  I 
know  of  only  one  or  two  small  roads  in  the  United  States  that 
have  a  complete  appraisal  of  their  property,  but  we  require  an 
inventory;  we  have  shown  the  amount  of  stocks  and  bonds  that 
they  have  issued.  If  it  is  a,  refunding  proposition  we  require  a 
full  showing  of  conditions.  If  they  wish  to  get  money  upon  bonds 
for  proposed  betterments  and  improvements,  they  make  their  ap- 
plication in  detail,  showing  specifically  just  what  the  proposed 
improvements  and  betterments  are  to  consist  of  and  where  the 
improvements  are  to  be  made.  If,  on  investigation  by  the  Com- 
mission, the  bonds  are  permitted  to  be  issued,  and  it  is  determined 
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that  they  shall  be  allowed  for  that  purpose,  the  order  further 
provides  that  they  must  carry  out  what  is  proposed  to  be  done  in 
the  application  for  the  bonds,  and  that  the  proceeds  of  the  sale 
of  those  bonds  must  go  to  the  doing  of  that  particular  thing.  Not 
only  that;  they  must  within  thirty,1  sixty  or  ninety  days,  as  the 
conditions  and  circumstances  require,  file  a  report  with  the  Com- 
mission stating  in  detail  what  they  have  expended  of  the  proceeds 
of  the  stocks  or  bonds  for  that  particular  purpose.  Our  expert 
accountants  and  engineers  go  over  the  reports  that  are  furnished 
to  us,  with  reference  to  that.  We  are  advised  of  everything  that  is 
done  with  any  of  the  moneys  that  are  obtained  by  any  authoriza- 
tion of  the  issue  of  stocks  and  bonds  in  the  State  of  Illinois. 

Mr.  HALL,,  of  Nebraska.  How  many  men  have  you  in  your 
Accounting  Department? 

Mr.  THOMPSON,  of  Illinois.  I  do  not  know.  We  have  quite  a 
force. 

Mr.  HALL,,  of  Nebraska.    Approximately  how  many. 

Mr.  THOMPSON,  of  Illinois.  We  have  about  twenty  in  the  Ac- 
counting Department,  have  we  not,  Mr.  Jennings? 

Mr.  JENNINGS,  of  Illinois.  Yes,  and  more  than  that  in  the  En- 
gineering Department. 

Mr.  HALL,  of  Nebraska.  What  is  your  first  step  in  the  appli- 
cation before  your  Commission  for  the  issue  of  $5,000,000, 
$10.000.000  or  $15,000,000  of  securities? 

Mr.  THOMPSON,  of  Illinois.    It  is  filed  with  the  Commission. 

Mr.  HALL,  of  Nebraska.  What  does  it  contain? 

Mr.  THOMPSON,  of  Illinois.  The  petition  contains  a  complete 
statement  of  what  they  want,  why  they  want  it,  and  the  basis 
upon  which  they  ask  for  it. 

Mr.  HALL,  of  Nebraska.    Maps  and  profiles? 

Mr.  THOMPSON,  of  Illinois.  Yes.  They  furnish  us  in  detail  with 
maps  and  profiles  of  the  proposed  improvement. 

Mr.  ELMQUIST,  of  Minnesota,  took  the  chair. 

Mr.  FINN,  of  Kentucky.  With  the  permission  of  Judge 
Thompson,  I  will  propose  a  substitute  for  the  motion  which  is 
now  pending,  which,  I  believe,  will  eliminate  the  detailed  dis- 
cussion, and  yet  will  preserve  as  nearly  as  possible  the  ideas 
of  almost  everyone  whom  I  have  heard  speak.  I  want  to  pro- 
pose this  for  the  purpose  of  eliminating  the  discussion,  and,  if 
it  promotes  discussion,  I  will  withdraw  it. 

Mr.  THOMPSON,  of  Illinois.     I  hope  it  will  not  promote  any. 

Mr.  FINN,  of  Kentucky.  The  motion  which  I  propose  as  a 
substitute  for  the  one  now  pending  is  as  follows : 
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"Resolved,  that  it  is  the  sense  of  this  Association  that  the  issue  of  stocks  and 
bonds  by  common  carriers  and  other  public  service  corporations  shall  be  under  the 
supervision  of  governmental  authority — " 

Mr.  HALL,  of  Nebraska.     You  mean  interstate  authority? 
Mr.  FINN,  of  Kentucky  (continuing). 

" — shall  be  under  the  supervision  of  governmental  authority,  but  that  the  regulation 
of  the  issue  of  stocks  and  bonds  by  the  Federal  Government  shall  not  be  in  lieu 
of,  but  in  addition  to,  the  authority  vested  in  the  States  in  such  matters." 

Mr.  THOMPSON_,  of  Illinois.  You  mean,  if  there  is  any  govern- 
mental regulation  by  Federal  authority — 

Mr.  FINN,  of  Kentucky.  That  it  shall  not  be  in  lieu  of,  but 
in  addition  to,  the  authority  vested  in  the  States  in  such  matters. 

Mr.  THOMPSON,  of  Illinois.    That  is,  if  any  at  all. 

Mr.  FINN,  of  Kentucky.    Yes. 

Mr.  THOMPSON,  of  Illinois.  I  did  not  want  to  assume  that 
there  should  be. 

Mr.  JOHNSON,  of  Pennsylvania.  I  wish  to  second  that  motion, 
and  express  the  hope  that  it  may  prevail. 

The  PRESIDING  OFFICER.  Gentlemen,  you  have  heard  the  sub- 
stitute motion  offered  by  the  gentleman  from  Kentucky  (Mr. 
Finn). 

Mr.  THOMPSON,  of  Illinois.  I  think  we  can  all  stand  for  that.  Of 
course,  we  'are  opposed,  now  and  at  all  times,  to  any  regulation 
of  the  issue  of  stocks  and  bonds  being  taken  away  from  the  States. 

Mr.  JENNINGS,  of  Illinois.  As  the  mover  of  the  resolution,  I 
am  perfectly  willing  to  accept  Mr.  Finn's  substitute.  That  will 
simplify  the  question. 

The  PRESIDING  OFFICER.  As  many  as  are  in  favor  of  the  sub- 
stitute resolution  offered  by  the  gentleman  from  Kentucky  (Mr. 
Finn)  will  respond  by  saying  aye,  those  opposed  no. 

The  substitute  was  agreed  to. 

The  President  resumed  the  chair. 

RAILWAY  CAPITALIZATION. 

The  PRESIDENT.  Mr.  Secretary,  what  is  the  next  thing  in 
order? 

The  SECRETARY.  Railway  Capitalization. 

The  PRESIDENT.  Is  the  Committee  on  Railway  Capitalization 
ready  to  report? 

Mr.  HALL,  of  Nebraska.  The  chairman  of  that  committee  is 
Mr.  Roemer,  of  Wisconsin.  He  has  not  been  present,  but  the 
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Secretary  of  the  Wisconsin  Commission,  Mr.  Gettle,  who  is  not 
now  present,  has  brought  this  information  from  Mr.  Eoemer 
to  the  Committee,  and  I  have  only  been  able  to  find  Mr.  Barker, 
who  has  not  been  able  to  be  with  us  yesterday  and  today,  so  I 
am  the  only  member  of  that  committee  who  is  present. 

It  was  Mr.  Roemer's  request  that  the  bill  that  has  been  intro- 
duced in  Congress  affecting  capitalization  be  endorsed  by  this 
Association.  That  is  the  only  report  that  is  prepared.  There 
has  been  no  correspondence  between  Mr.  Roemer  and  the  other 
members  of  the  Committee  and,  I  am  sorry  to  say  that,  I  have 
done  nothing  in  the  work.  Now,  I  do  not  want  to  pass  over  Mr. 
Roemer's  request  that  this  body  be  asked  to  endorse  that  meas- 
ure, but,  so  far  as  I  am  concerned  personally,  I  do  not  care  at 
this  time  to  give  my  endorsement  to  that  bill,  nor  do  I  wish  to 
take  a  stand  against  it.  I  think,  on  the  whole,  it  has  many 
features  that  are  very  commendable,  but  I  am  not  prepared  to 
say  that  there  are  not  features  which  ought  to  be  cut  out.  Mr. 
Barker  has  instructed  me  to  say  for  him  that  he  thinks  the  bill 
as  a  whole  is  very  commendable,  and  it  would  meet  with  his 
approval,  but  I  cannot  ask  this  body  to  endorse  that  measure 
unless  you  are  better  posted  on  it  than  I  think  you  are,  and 
better  posted  than  I  am.  So  it  will  be  for  your  pleasure  to  say 
what  you  will  do. 

Mr.  THORNE,  of  Iowa.  We  are  asked,  in  the  closing  hours  of 
this  convention,  to  endorse  a  bill  which  has  been  thrashed  out 
for  weeks  in  Congress,  and  we  have  many  other  committees  to 
report. 

The  SECRETARY.  Six  others. 

Mr.  THORNE,  of  Iowa,  In  order  to  save  our  record,  the  short- 
ness of  our  time  compelling  it,  I  move  that  the  report  of  the 
Committee  on  Capitalization  be  received  and  spread  upon  the 
minutes,  and  further  that  the  reports  of  the  other  committees 
be  received  and  printed,  the  Secretary  reading  a  list  of  the  com- 
mittees as  a  part  of  this  motion.  Then,  we  may  proceed  with 
the  discussion  so  far  as  we  have  time,  and  in  that  way  the 
record  will  be  complete.  I  make  that  motion  at  the  suggestion 
of  the  Secretary,  Mr.  Connolly. 

Mr.  BURR,  of  Florida.  I  suppose  Mr.  Thorne  makes  that 
motion  with  the  idea  of  adjourning  tonight? 

Mr.  THORNE,  of  Iowa.  Yes. 

Mr.  BURR,  of  Florida.  I  wish  to  leave  tonight,  too,  if  we  can, 
but  some  of  these  reports,  which  it  is  proposed  to  have  come  in 
under  this  blanket  motion,  are  very  important  reports  and,  I 
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think,  as  long  as  we  have  journeyed  to  Washington,  we  ought 
to  hear  them  discussed,  if  we  have  to  stay  here  until  tomorrow 
noon. 

The  PRESIDENT.  As  I  understand  the  motion  of  Mr.  Thorne, 
it  will  not  obviate  the  discussion  of  the  reports,  but  merely  their 
reading,  and  any  matters  that  may  be  considered  important  may 
be  brought  up  and  discussed.  Is  that  true? 

Mr.  THORNE,  of  Iowa,  That  is  true. 

Mr.  BURR,  of  Florida,  Otherwise,  we  might  consume  all  our 
time  on  one  subject. 

The  PRESIDENT.  That  is  true.  Is  Mr.  Thome's  motion, 
seconded. 

The  motion  was  seconded  and  agreed  to. 

Mr.  THORNE,  of  Iowa.  I  have  been  requested  to  ask  if  it  is 
proposed  to  appoint  the  Committee  on  Statistics  during  this 
session?  It  is  a  special  committee. 

The  SECRETARY.  There  was  no  time  fixed  when  the  President 
should  appoint  that  committee. 

The  PRESIDENT.  I  should  think  the  incoming  President  ought 
to  select  that  committee. 

(The  membership  of  this  committee  as  subsequently  an- 
nounced, is  printed  earlier  in  these  proceedings,  at  page  121.) 


REPORT    OF    COMMITTEE    ON    TELEPHONE    AND    TELEGRAPH 
RATES  AND  SERVICE. 

Previous  reports  of  committees  of  this  Association  dealing  with 
this  subject  have  satisfactorily  given  the  history  and  statistical 
growth  of  the  telephone  and  telegraph  industry.  Except  for  the 
dissolution  arrangement  of  the  Federal  Attorney  General  little 
additional  can  be  said  of  the  telegraph  service,  and  therefore  the 
remarks  below  will  be  confined  to  the  telephone  industry. 

Much  thought  has  been  given  the  question  as  to  whether,  from 
an  economic  standpoint,  public  service  commissions  should  ap- 
prove the  theory  of  regulated  monopoly  or  open  competition  in 
what  might  be  termed  local  utilities  of  the  same  character.  A 
number  of  states  have  given  their  public  utility  regulating  body 
laws  conferring  upon  them  the  right  to  issue  certificates  of 
public  necessity  and  convenience  before  public  utilities  are  estab- 
lished. The  ideas  of  the  issuance  of  such  certificates  and  the 
actual  practice  of  the  issuance  of  them  has  practically  approved 
the  monopoly  idea  for  local  utilities,  for,  along  with  the  growth 
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of  more  efficient  regulation  by  public  service  commissions,  the 
idea  of  properly  controlled  monopoly  in  the  local  utility  field 
has  gained  favor.  There  are,  however,  demagogues  and  others 
who  are  not  true  students  of  economy  and  believers  in  efficient 
regulation  who  believe  that  open  competition  acts  as  a  sword 
of  fear  and  thereby  assists  in  the  maintenance  of  low  rates.  The 
sanction  of  competition  in  the  local  public  utility  field  is  but 
an  invitation  to  final  economic  loss.  Under  the  theory  of  properly 
controlled  monopolies  in  the  local  utility  field,  the  greatest  possi- 
ble reduction  in  rates,  due  to  securing  the  greatest  efficiency  of 
plant,  is  a  goal  within  reach.  Under  competition,  as  was  said 
in  the  report  for  the  22nd  Convention,  eventually  in  one  way  or 
another  the  public  must  pay.  Since  -the  decision  in  the  Minne- 
sota rate  case,  rate  regulation  by  public  service  commissions  and 
courts  has  been  changed  from  the  position  assumed  often  by  some 
public  service  corporations  of  confusing  the  courts  to  a  position 
of  enlightening  them.  It  is  a  step  in  the  right  direction.  Rate 
cases  have  developed  into  a  clear-cut  proposition  of  what  is  the 
rate  of  return  on  the  cost  of  property,  which  is  devoted  and 
necessary  to  public  use. 

Inasmuch  as  it  is  impracticable  to  make  changes  in  rates  e^- 
cept  where  the  true  net  revenues  are  applied  to  the  true  costs, 
this  Committee  belieA^es  that  a  system  of  telephone  cost  account- 
ing should  be  established,  under  which  it  will  be  possible  to 
secure  monthly  reports  of  the  actual  expense  attributable  to  toll 
and  exchange  service  separately.  At  this  time,  it  is  a  suggestion 
that  to  the  actual  toll  or  local  expense  which  may  be  actually 
ascertained,  the  proportion  of  joint  or  common  expense,  which  is 
arrived  at  by  use  of  some  common  unit,  be  added.  It  is  suggested 
that  the  matter  of  compensating  the  terminals  for  either  originat- 
ing or  terminating  a  message  be  left  for  decision  in  each  case. 

The  matter  of  a  proper  compensation  for  terminal  service  is 
one  which  involves  an  appreciation  of  the  fact  that  without  the 
terminal  service,  that  is,  local  exchange  service,  the  toll  traffic 
would  be  reduced  to  a  minimum;  without  the  convenience  of 
direct  connection  from  the  present  day  office  or  residence,  toll 
traffic  would  be  reduced  to  a  negligible  quantity.  The  ascer- 
tainment of  a  proper  compensation  for  originating  the  traffic  or 
furnishing  the  final  terminal  therefor  will  finally  dispose  of  that 
most  frequent  complaint  of  the  independent  companies  for  what 
they  consider  a  proper  proportion  of  toll  traffic.  The  matter  of 
rendering  decisions  in  local  telephone  rate  cases  will  be  facili- 
tated by  this  division,  and  it  is  therefore  most  essential  that  the 
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accounting  orders  of  both  the  interstate  and  state  commissions 
require  a  separation  between  toll  and  exchange  expense. 

Too  much  emphasis  cannot  be  placed  upon  the  matter  of  the 
necessity  of  this  separation.  It  is  undoubtedly  true  that  with- 
out a  proper  accounting  and  a  true  compensation  many  local 
exchanges  will  show  losses  from  operation  and  we  are  here  re- 
minded that  the  Western  Union  Telegraph  Company  claims  that 
20,000  of  its  25,000  offices  are  conducted  at  a  loss  and  that  but 
5,000  under  the  present  system  of  accounting  are  remunerative. 
It  is  said  in  Census  Bulletin  No.  21  that  when  the  earnings  of 
freight  traffic  on  steam  carriers  are  divided  between  main  and 
branch  lines  on  a  mileage  pro-rate  that  the  branches  invariably 
show  losses,  although  they  originate  60  per  cent  of  the  traffic, 
without  which  the  main  lines  could  not  be  operated.  Can  it  then 
be  said  that  the  branch  or  feeder  lines  are  economic  losses?  The 
proper  compensation  of  the  terminal  or  of  the  branch  line 
is  merely  the  matter  of  placing  credit  where  credit  is  due.  If 
the  terminal,  which  originates  the  telephone  traffic  or  furnishes 
its  final  terminal  is  properly  compensated  for,  or,  if  the  branch 
line  is  given  credit  for  its  practical  monopoly  of  securing  or 
furnishing  the  destination  for  traffic,  these  superficial  losses  will 
be  obviated.  The  proper  compensation  for  a  terminal  service 
will  relieve  the  necessity  of  increasing  the  -local  exchange  rates 
when  the  exchange  grows  larger,  for  the  reason  that  the  addi- 
tional toll  revenues  allotted  the  growing  exchange  will  return  a 
relatively  greater  amount  of  revenues  to  be  applied  to  the  in- 
creased investment.  It  will  be  remembered  that  the  larger  com- 
panies have  succeeded  in  bringing  before  the  public  mind  both 
through  rate  cases  and  through  advertising  that  the  rate  must 
increase  practically  proportionally  with  the  increased  number  of 
subscribers  and  any  argument  made  in  opposition  to  this  idea  is 
bound  to  draw  fiery  criticism. 

While  some  of  the  companies  are  willing  to  assist  in  the  matter 
of  separating  toll  and  exchange  revenues,,  expenses  and  costsr 
which  some  of  them  do  for  their  own  purposes,  we  find  that  they 
are  unwilling  to  work  on  the  matter  of  a  true  or  proper  com- 
pensation for  terminal  service.  Perhaps  one  of  the  reasons  i» 
that  the  number  of  exchanges  which  they  own  are  in  the  minority 
compared  with  the  number  of  switching  or  independent  com- 
panies. It  is  said  that  it  is  unnecessary  to  compensate  the  local 
exchange  because  the  toll  connection  is  worth  as  much  to  the 
exchange  as  the  exchange  is  to  the  toll  or  long  distance  line. 
We  have  in  mind  an  increase  of  over  800  per  cent  in  the  receipts 
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for  toll  traffic  from  a  single  community  when  the  long  distance 
or  toll  traffic  was  handled  at  a  local  pay  station  as  compared 
with  the  receipts  when  a  local  exchange  of  some  75  phones  was 
installed.  It  is  the  idea  of  the  Committee  that  in  addition  to  the 
proportion  of  expenses,  taxes  and  interest  upon  that  portion  of 
the  exchange  investment  used  for  terminating  or  originating  toll 
messages  the  local  exchange  should  receive  an  additional  com- 
pensation as  a  profit  for  its  practical  monopoly  in  securing  and 
terminating  toll  traffic. 

The  relation  of  the  maximum  efficiency  of  plant  to  rates  is 
essentially  of  the  greatest  importance  for  the  time  is  near  when 
the  industrial  requirements  will  demand  the  most  use  of  existing 
plant.  The  introduction  of  the  night  letter  in  the  telegraph 
business  was  a  step  in  the  direction  of  increasing  the  efficiency 
of  that  service  and  actually  paves  the  way  for  reduction  in  the 
rates  for  day  service. 

We  believe  the  time  has  now  arrived  when  by  legislation  public 
service  commissions  should  be  in  a  position  to  force  utilities  to 
secure  the  maximum  use  of  plant  and  thereby  avoid  duplications 
of  any  kind  in  the  future.  This  will  have  the  effect  of  not  only 
insuring  reasonable  rates  to  the  public  and  proper  returns  to  the 
owners,  but  will  leave  the  capital  formerly  employed  in  the  dupli- 
cation of  utilities  to  be  free  to  operate  such  other  utilities  as 
are  necessary.  Steps  in  the  direction  of  reduced  rates,  adequate 
service,  remunerative  return  are  those  which  are  necessary  if 
we  are  to  stop  the  tide  of  sentiment  in  the  direction  of  Govern- 
ment ownership  of  utilities  which  can  best  be  handled  from  an 
economic  standpoint  by  private  capital  but  properly  controlled' 
by  Governmental  agencies. 

Respectfully  submitted, 

A.  P.  WATSON,  Chairman. 
O.  P.  N.  ANDERSON, 
S.  S.  KENDALL, 
HOWARD  N.  OGDEN, 
SAMUEL  W.  PENNYPACKER, 
*H.  G.  TAYLOR. 


*  Approved   report   except   compensating   local   exchange   for   handling   toll 
service  and  criticism  of  increase  of  local  rates  as  exchange  grows  larger. 
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STATEMENT   OF   COMMISSIONER   TAYLOR   OF    THE    NEBRASKA 
STATE  RAILWAY  COMMISSION. 

Lincoln,  Sept.  17,  1914. 
Hon.  A.  P.  WATSON, 

Corporation  Commissioner, 

Oklahoma  City,  Okla. 
Dear  Sir : 

Your  proposed  report  to  the  National  Association  of  Kailway 
Commissioners  on  telephone  and  telegraph  rates  and  practices 
has  been  at  hand  for  some  time,  and  delay  in  returning  same  has 
been  due  to  lack  of  time  for  its  consideration. 

With  this  report  as  a  whole  I  am  in  accord.  There  are  perhaps 
one  or  two  points  with  which  I  cannot  agree,  the  first  one  being 
the  discussion  of  the  compensation  for  terminal  service  in  its 
relation  to  toll  operation.  Your  recommendations  that  the  toll 
and  exchange  earnings  and  expenses  should  be  definitely  allo- 
cated is  sound,  that  having  been  the  practice  followed  by  this 
Commission  in  practically  all  of  its  telephone  rate  cases,  the  only 
point  which  I  question  being  the  suggestion  that  an  effort  should 
be  made  to  place  a  value  upon  the  service  rendered  to  the  toll 
system  by  the  local  exchange.  It  is  manifest,  of  course,  that  the 
local  exchange  and  the  toll  system  are  interdependent.  The 
measure  of  the  value  of  the  one  to  the  other,  however,  involves 
so  much  of  speculation  and  mere  estimate  that  it  would  seem 
unwise  to  depart  from  a  basis  of  actual  cost  of  service.  Argu- 
ments can  be  offered  on  either  side  of  the  contention  that  the 
local  exchange  is  of  more  value  to  the  toll  system  than  the  toll 
system  to  the  exchange,  and  vice  versa.  The  difficulty  arises  in 
trying  to  ascertain  what  the  exact  value  in  either  instance  is. 
The  toll  service  and  the  local  service  are  so  closely  intermingled 
and  so  universally  used  that  it  would  appear  unwise  to  burden 
either  one  or  the  other  with  speculative  costs.  If  we  draw  from 
the  revenues  of  the  toll  system  to  provide  a  profit  to  the  local 
exchange  for  handling  the  toll  business,  we  are  confronted  with 
that  burden  to  the  toll  plant  whenever  the  question  of  toll  rates 
is  raised.  On  the  other  hand,  if  an  excessive  profit  is  allowed 
the  toll  business  the  burden  is  shifted  to  the  exchange  and  is  im- 
mediately presented  when  exchange  rates  are  investigated.  The 
only  safe  course  therefore  appears  to  be  to  rely  on  the  actual 
costs  of  the  service  in  each  instance  so  far  as  those  costs  are 
ascertainable. 
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The  other  objection  which  it  appears  wise  to  me  to  call  to  your 
attention  goes  to  the  statement  in  which  you  say:  "It  will  be 
remembered  that  the  largest  companies  have  succeeded  in  bring- 
ing before  the  public  mind,  both  through  rate  cases  and  through 
advertising,  that  the  rate  must  increase  with  the  increased  num- 
ber of  subscribers,  and  any  argument  made  in  opposition  to  this 
idea  is  bound  to  draw  fiery  criticism."  It  occurs  to  me  to  be 
unwise  to  question  in  this  inferential  way  a  condition  that  is. 
capable  of  such  mathematical  demonstration.  The  increased  cost 
of  service  with  the  growth  of  the  plant  is  due  directly  to  the 
increased  investment.  As  a  plant  grows  it  spreads  over  a  wider 
zone,  and  the  investment  per  station  is  considerably  increased. 
This  is  reflected  in  increased  allowances  for  maintenance  and 
return  upon  the  investment,  which  must  be  cared  for  in  increased 
rates.  There  is  but  little  to  the  contention  that  the  larger  plant 
develops  a  larger  traffic  per  station,  although  this  is  frequently 
urged  as  one  of  the  reasons  why  rates  advance  with  the  growth 
of  the  system.  However,  the  points  just  mentioned  can  be  demon- 
strated in  almost  every  plant  that  has  made  a  substantial  growth. 
These  conditions  with  regard  to  the  increased  investment  are  of 
course  subject  to  modification  in  practically  every  case,  and  each 
case  should  be  treated  on  its  owrn  merits,  but  they  are  applicable 
as  a  general  rule  to  all  plants,  and  it  does  not  occur  to  me  to  be 
wise  to  disregard  them  in  this  report.  Otherwise  the  report  is 
satisfactory  and  has  my  approval. 

Yours  very  respectfully,  ' 

(Signed)   H.  G.  TAYLOR, 

Commissioner. 


The  PRESIDENT.  What  is  the  further  wish  of  the  Convention? 

Mr.  BURR,  of  Florida.  I  wish  to  ask  some  of  the  gentlemen 
present  who  have  had  more  experience  than  the  members  of  my 
commission  on  one  subject  dealt  with  by  one  of  these  reports, 
and  that  is  the  telephone  question.  It  is  a  new  question  with 
our  Commission.  We  have  had  the  telephone  companies  under 
our  control  for  about  three  years  but,  during  two  years  of  that 
time,  we  paid  no  attention  to  them,  because  of  the  looseness 
of  the  act  of  the  legislature  which  gave  us  that  power.  Early 
in  the  life  of  that  statute,  it  was  determined  that  it  was  no 
good  and,  therefore,  we  let  the  matter  practically  drift  along 
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until  the  last  legislature  passed  a  very  comprehensive  law.  By 
writing  to  the  different  commissions,  making  such  inquiries  as 
we  could,  we  have  found  that  most  of  the  commissions  have 
made  practically  no  rules  governing  service,  and  various  otner 
things  connected  with  the  conduct  of  the  telephone  business. 
I  should  like  to  have  some  commissioner,  who  has  had  consider- 
able experience  along  that  line;  explain  to  me  why  it  is  that, 
in  regulating  these  matters,  you  have  not  prescribed  certain 
rules  that  shall  be  observed  by  those  companies  operating  tele- 
phone lines,  and  particularly  as  to  service:  that  is,  for  instance, 
how  long  a  central  office  should  be  permitted  to  fail  to  answer 
a  call  and  give  a  connection,  and  what  would  be  considered  an 
unreasonable  length  of  time  for  them  to  delay. 

Another  question  is,  what  has  been  your  experience  with  party 
lines  or  country  lines,  as  to  loading  them  down  with  instru- 
ments? To  what  extent  do  your  investigations  show  you  can 
go?  How  many  phones  may  be  put  on  a  country  line,  without 
reaching  the  point  where  the  line  will  be  overloaded  and  not 
afford  efficient  service  to  the  subscribers?  And,  as  to  the  method 
of  keeping  their  accounts,  and  touching  the  service  in  general, 
I  should  like  to  hear  that  matter  discussed  by  some  of  you  who 
have  really  been  regulating  the  telephone  companies. 

The  PRESIDENT.  Gentlemen  of  the  Convention,  you  have  heard 
the  inquiries  made  by  the  gentleman  from  Florida,  Mr.  Burr. 
Is  there  anyone  present  who  desires  to  answer  them? 

Mr.  TAYLOR,  of  'Nebraska.  Did  the  gentleman  from  Florida 
say  he  was  willing  to  stay  until  tomorrow? 

Mr.  BURR,  of  Florida.  Yes. 

Mr.  TAYLOR,  of  Nebraska.  You  could  spend  your  time  on  this 
subject  for  at  least  six  months. 

The  PRESIDENT.  At  this  point,  I  desire  to  learn  the  will  of 
this  convention  as  to  whether  we  shall,  at  five  o'clock,  adjourn 
finally,  or  shall  we  have  a  night  session?  You  all  notice  that 
the  ranks  of  our  Association  are  thinning  out.  Whatever  may 
be  done  later,  say,  than  five  o'clock  this  evening  may  not  repre- 
sent a  very  large  number  of  our  body.  Now,  I  desire  to  know 
the  will  of  the  convention,  whether  we  shall  adjourn  finally  at 
five  o'clock  this  evening,  or  whether  we  shall  have  an  evening 
session  to  continue  the  consideration  of  the  questions  that  are 
before  this  convention,  which  may  be  unfinished  business  at  that 
time. 

Mr.  PRENTIS,  of  Virginia,  Mr.  President,  it  is  perfectly  ap- 
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parent  that  we  have  barely  a  quorum  of  the  members  of  the 
State  commissions  here.  They  are  leaving  every  minute.  They 
have  been  going  out  ever  since  two  o'clock,  and  a  great  many 
of  them  are  going  out  before  dark,  so  that  it  would  be  very 
improper  for  this  Association  to  take  any  affirmative  action  upon 
any  important  subject.  Therefore,  I  move  that  it  is  the  sense 
of  this  body  that,  if  there  is  any  member  whose  report  has  not 
been  considered,  or  any  member  who  has  some  special  matter 
which  lie  wishes  to  bring  to  the  attention  of  this  body,  he  do  so 
now,  and  that  upon  the  conclusion  of  those  matters  this  con- 
vention adjourn. 


REPORT   OF  THE   COMMITTEE   ON   UNIFORM    CLASSIFICATION 
AND  SIMPLIFICATION  OF  TARIFFS. 

An  extended  review  of  the  methods  of  making  classifications 
of  freight  by  the  Interstate  Commerce  Commission,  railroads 
and  state  commissions,  was  contained  in  the  report  of  this  com- 
mittee for  last  year.  We  reaffirm  the  conclusions  and  recom- 
mendations stated  in  the  said  report,  and  see  little  occasion  for 
their  repetition  at  this  time. 

Our  report  this  year  will  be  chiefly  a  report  of  progress  dur- 
ing the  year,  together  with  some  general  observations  submitted 
by  various  members  of  the  committee. 

While  we  appreciate  the  many  advantages  resulting  from  uni- 
formity in  classification  ratings,  we  suggest  careful  considera- 
tion of  the  cost  of  that  uniformity;  and  if  uniformity  is  to  be 
secured  by  a  general  revision  upward,  we  doubt  the  feasibility 
of  the  movement  in  general,  and  especially  its  practicability  as 
measured  by  its  ultimate  cost  to  the  shipper,  and  the  consumers 
of  freight. 

We  are  in  favor  of  progress  in  the  interests  of  classification 
uniformity,  but  it  would  be  much  better  to  have  that  move- 
ment completely  side-tracked  or  postponed  indefinitely,  than  to 
pile  up  a  large  annual  tax  upon  the  public  in  order  to  pay  for  it. 

There  is  such  a  wide  divergence  throughout  the  country  in 
the  various  conditions  and  circumstances  which  should  be  given 
consideration  in  the  framing  of  classification  ratings  and  rules 
that  absolute  uniformity  is  not  possible  in  many  cases. 

The  entire  transportation  fabric  of  this  country  in  earlier 
years,  was  built  up  piece-meal,  so  to  speak,  with  but  little  knowl- 
edge or  interest  in  the  practices  of  other  carriers  even  in  the 
same  general  territory;  commercial  conditions  have  adjusted 
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themselves  accordingly,  and  we  are  now  but  paying  the  penalty 
of  that  haphazard  growth. 

Entire  uniformity  cannot  be  secured  ill  one  year,  or  several 
years.  There  is  such  a  thing  as  too  much  uniformity  under 
general  conditions  now  existing. 

While  we  thoroughly  appreciate  the  right  of  the  individual 
states  to  retain  lull  jurisdiction  over  intrastate  traffic;  yet  we 
believe  the  states  should  aid  materially  in  the  work  of  uniform- 
ity by  adopting,  whenever  practicable,  the  general  classification 
of  the  territory  in  which  each  state  is  located. 

Much  confusion  in  rate  matters  we  find  to  be  caused  by  the 
innumerable  tariffs  applicable  to  the  same  traffic.  General 
classifications,  Trunk  Line  tariffs,  commodity  tariffs,  class 
tariffs,  tariffs  issued  by  various  bureaus,  etc.,  etc.,  cause  am- 
biguity and  uncertainty.  On  intrastate  traffic,  where  subject  to 
state  regulation,  one  printed  volume  of  rates,  with  from  two 
to  a  dozen  supplements  ordinarily  cover  practically  all  (lie 
traffic  in  that  territory.  In  order  to  cover  the  interstate  traffic 
from  one  state  within  our  knowledge,  it  requires  more  than 
twenty  thousand  tariffs  and  supplements. 

During  the  course  of  the  year,  several  rather  interesting  in- 
vestigations have  been  made  concerning  uniformity  in  class  re- 
lationships. At  the  present  time  there  is  a  remarkable  variation 
in  the  relation  between  the  classes  in  different  territories  and 
in  the  same  territory,  fixed  by  the  same  company  or  by  the  same 
commission. 

In  connection  with  this  subject  the  Honorable  C.  A.  Prouty, 
while  a  member  of  the  Commission,  made  a  somewhat  extended 
investigation  of  class  relationships  in. the  various  parts  of  the 
United  States,  and  adopted  the  following  percentages  of  first  class 
applicable  to  the  different  classes,  as  a  sort  of  composite  or  aver- 
age of  the  miscellaneous  list  of  classifications  existing  in  differ- 
ent parts  of  the  country : 

Class     1       2       3       4       5       A       B       C       D       E 

Rate    100    84  66%  50     40     45      35      30     25     20 

The  adoption  of  a  class  relationship,  if  forced  upon  a  com- 
munity on  a  part  of  its  traffic,  and  differing  materially  from  a 
class  relationship  possessed  by  another  competing  community" 
in  close  proximity,  can  be  made  a  source  of  very  grave  discrimi- 
nation. At  some  future  time  it  may  be  well  to  have'  a  uniform 
class  relationship  throughout  the  Cnited  States.  In  the  mean- 
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time  it  is  very  important,  we  believe,  that  any  changes  in  any 
given  territory  should  be  carefully  equalized  and  made  to  fit  into 
the  existing  class  relationships  in  that  territory. 

In  the  task  of  simplifying  tariffs  many  complicated  questions 
arise.  It  is  our  understanding  that  group  rates,  when  fairly 
adjusted,  are  desired  by  shippers  and  commercial  interests.  In 
making  such  group  or  zone  rates,  conflicts  develop  with  exist- 
ing combinations  of  locals  or  through  rates.  We  believe  it  to  be 
especially  desirable  that  foot  note  references  to  other  tariffs 
should  be  eliminated  so  far  as  possible;  and,  on  the  other  hand, 
we  believe  that  any  through  rate  which  exceeds  a  combination  of 
locals  is  prima  facie  unreasonable  and  unjust. 

Some  progress  in  the  simplification  of  tariffs  is  being  con- 
tinuously made,  but  at  times  it  seems  disappointingly  slow.  The 
number  of  tariffs  involved,  the  number  of  men  employed  in  con- 
struction work,  the  many  conflicting  interests  of  shippers  and 
receivers,  coupled  with  the  general  plan  of  so  arranging  rates 
as  far  as  possible  to  permit  competing  producers  to  sell  in  many 
markets,  and  competing  purchasers  to  buy  in  many  markets; 
and  coupled  also  with  the  complications  that  arise  on  account 
of  circuitous  routes  engaging  in  the  transportation  in  competi- 
tion with  more  direct  routes,  renders  the  problem  of  simple 
tariffs  a  very  difficult  one.  Attainment  of  a  uniform  system  must 
be  sought  through  patient  and  persistent  effort  and  gradual 
changes. 

All  who  have  had  any  contact  with  these  questions  realize  the 
multitude  of  complications  that  an  effort  to  bring  the  ratings 
into  uniformity  would  create.  Any  hasty  or  ill-advised  step 
toward  making  uniformity  in  ratings  would  create  confusion  and 
hardship. 

We  especially  recommend  to  the  consideration  of  the  members 
of  the  Association  the  plan  for  simplification  of  class  ratings 
devised  by  Messrs.  E.  E.  Williamson  and  W.  B.  Barr,  which 
contemplates  the  quotation  of  basic  rates,  all  others  being  com- 
puted by  a  percentage  applicable  to  the  said  basic  rate.  A  some- 
what similar  principle  was  suggested  to  this  Association  years 
ago  by  Mr.  Peabody,  of  the  Santa  Fe  Kailroad.  His  remarks  at 
that  time  are  interesting  reading  today.  He  held  that  while 
the  railroads  would  apparently  make  efforts  toward  a  uniform, 
classification,  from  time  to  time,  to  allay  any  public  demands, 
his  prophecy  was  that  such  efforts  would  always  be  of  a  tempor- 
ary character.  He  said: 
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"As  you  all  know,  there  has  been  a  committee  appointed  by  the  railroads,  from 
various  railroad  associations,  charged  with  the  duty  of  formulating  a  uniform 
classification  for  the  United  States.  They  are  already  at  work  on  the  proposition. 
As  I  have  intimated,  I  do  not  believe  they  will  ever  send  in  a  unanimous  report. 
If  they  should  send  in  a  unanimous  report,  I  am  very  certain  it  will  never  be 
unanimously  adopted  by  the  railroads,  and  any  one  railroad  can  kill  it,  for  it 
requires  unanimous  adoption  to  secure  its  universal  use. 
********* 

"So  you  will  find  that  the  roads  of  the  United  States  cannot,  in  the  nature  of 
things,  adopt  a  uniform  classification,  and  that  it  must  be  committed  to  the  Inter- 
state Commerce  Commission  or  some  other  Federal  tribunal. 

"The  present  movement  on  the  part  of  the  railroads  is  the  result  of  the  sugges- 
tions that  have  been  made  through  the  public  press  that  the  Interstate  Commerce 
Commission  provide  such  a  classification,  and  they  are  endeavoring,  in  my  opinion, 
to  stave  off,  if  I  may  use  such  an  expression,  such  an  action  by  the  government. 
A  great  many  of  the  railroads  would  be  willing  to  have  it.  A  great  many  of  them 
are  not  willing  to  have  it.  The  result  of  the  present  movement  on  the  part  of  the 
railroads  will  be,  I  think,  just  what  the  former  result  was,  a  compilation  of  a 
classification,  taking  two  or  three  years;  a  report  to  the  associations,  and  then  a 
voting  of  it  down,  and  we  will  be  three  years  from  now  just  where  we  are  today." 

These  remarks  were  made  seven  years  ago. 

There  is  no  reason  why  we  should  not  have,  within  a  very 
short  time,  substantial  uniformity  as  to  the  general  features 
of  the  classification,  including,  uniformity  in  rules,  regulations, 
minimum  weights,  descriptions  of  articles  and  package  require- 
ments. Uniformity  in,  ratings  is  another  matter,  and  neces- 
sarily raises  many  other  problems.  We  believe  this  is  a  subject 
that  could,  with  entire  safety,  be  left  to  the  judgment  of  the  Com- 
mission. They  have  a  more  fair,  truer  perspective  of  the  en- 
tire situation,  than  any  interested  party  can  possibly  have.  If 
this  power  is  given  to  the  Commission,  neither  the  state  Com- 
missions, the  railroads,  nor  the  public  generally,  will  seriously 
criticize  careful,  conservative  action  relative  to  the  ratings. 

During  the  session  of  Congress  closing  during  the  latter  part 
of  the  year  1913,  the  United  States  Senate  passed  a  bill  author- 
izing the  Interstate  Commerce  Commission  to  make  a  uniform 
classification.  This  measure  was  not  recommended  by  the  House 
Committee  on  Interstate  and  Foreign  Commerce  and  consequent- 
ly failed  to  become  a  law. 

The  present  Committee  on  Interstate  and  Foreign  Commerce 
of  the  House  of  Representatives  of  our  National  Congress,  which 
failed  to  recommend  the  above  described  measure  for  passage 
last  year,  has  recently  recommended  it  for  passage  in  the  House, 
after  a  somewhat  extended  struggle  in  the  Committee  itself. 
The  Honorable  Mr.  Cullop  of  Indiana,  was  the  author  of  the 
bill.  The  recommendation  of  the  House  Committee  in  connec- 
tion with  the  passage  of  the  measure  is  as  follows : 
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"The  Committee  on  Interstate  and  Foreign  Commerce,  to  whom  was  referred 
the  bill  (H.  K.  2496)  to  amend  section  15  of  the  act  to  regulate  commerce,  as 
amended  June  29,  1906,  and  June  18,  1910,  having  considered  the  same,  report 
thereon  with  a  recommendation  that  it  pass. 

"Classification  of  freight  consists  (1)  in  dividing  the  traffic  into  groups,  (2) 
the  allocation  of  traffic  units  to  the  proper  group,  and  (3)  the  assignment  of  these 
groups  to  classes  for  the  purpose  of  applying  rates.  The  proper  application  of 
rates  depends  upon  the  scientific  character  of,  and  the  correct  designation  of  com- 
modities in,  a  classification.  To  prevent  discrimination  between  shippers,  an  equal 
and  uniform  classification,  applicable  to  the  entire  route,  is  essential.  This  result 
cannot  be  attained  in  any  other  way  than  by  a  uniform  classification  applicable  to 
all  common  carriers  subject  to  the  act  to  regulate  commerce. 

"There  are  more  than  10,000  objects  of  transportation  ^covered  by  existing 
classification  sheets.  At  present  there  are  three  great  classifications — the  official, 
including  territory  east  of  the  Mississippi  River,  except  parts  of  Wisconsin  and 
Minnesota  north  of  an  east-and-west  line  from  Milwaukee,  and  all  north  of  the 
Ohio  River  and  Norfolk  &  Western  line;  the  southern,  which  includes  territory 
east  of  the  Mississippi  and  south  of  the  Ohio  River  and  the  Norfolk  &  Western 
line;  and  the  western,  which  includes  all  territory  lying  west  of  the  territories  de- 
scribed. These  classifications  are  subject  to  exception  sheets  and  commodity  rates 
of  individual  carriers,  the  limited  use  of  certain  State  classifications,  and  the 
Canadian  classifications.  Occasionally  these  classifications  overlap.  <  A^  shipment 
moving  from  a  point  of  origin  in  one  territory  to  a  point  of  destination  in  another 
territory  is  subject  to  reclassification  at  the  gateway,  unless  there  are  provisions  in 
the  tariffs  of  the  carriers  which  provide  that  the  classification  at  the  point  of  origin 
or  at  point  of  destination  shall  control.  These  provisions,  however,  are  not  general, 
and  much  confusion  arises  in  the  application  of  rates  to  shipments  moving  into  or 
through  different  classification  territories. 

"Classification  of  articles  for  transportation  usually  takes  into  consideration 
weight,  space,  value  and  packing.  Carload  rates  are  fixed  with  reference  to  a 
minimum  carload  weight.  These  minimums  differ  in  different  classifications  and 
result  in  increasing  the  rate  applied  to  a  shipment. 

"Some  freight  is  classified  by  the  space  which  it  occupies,  regardless  of  its 
actual  weight.  This  applies  particularly  to  furniture  and  other  constructions  which 
cannot  be  knocked  down.  Variation  in  the  arbitrary  weight  applied  in  different 
classifications  results,  in  many  cases,  in  an  increase  in  the  rate. 

"Freight  is  carried  at  what  may  be  termed  'the  common-law  liability'  or  'a 
released  value.'  If  no  value  is  stated,  the  liability  of  the  carrier  is  for  the  actual 
value.  A  released  value  gives  a  lower  rate.  These  released  values  vary  in  different 
classifications.  Household  goods  in  official  classification  have  been  $10,  and  in 
southern  classification  at  one  time  were  $5  per  hundred  pounds. 

"Various  manufactured  articles  are  shipped  in  different  conditions — set-up, 
knocked  down,  crated,  boxed.  Other  commodities  are  shipped  in  bulk,  in  barrels, 
and  in  sacks.  The  condition  of  these  shipments  determines  the  space  occupied  and 
the  cost  of  handling.  Different  rates  are  applied  to  articles  according  to  their 
condition.  These  vary  in  different  classifications,  and  instances  of  inconvenience 
and  hardship  occasioned  by  these  differences  occur. 

"In  official  classification  there  are  6  classes,  with  two  subdivisions,  making 
8  classes  in  all ;  in  western  classification,  10  classes ;  and  in  southern  classification, 
13  classes.  It  is  obvious  at  once  that  shipments  classified  in  one  territory  and 
shipped  into  another  cannot  fit  the  classification  of  the  territory  of  destination  and 
require  the  application  of  different  rates.  What  has  been  said  with  reference  to 
the  confusion,  in  equalities,  and  injustice  occasioned  by  the  differences  in  the  three 
great  classifications  is  increased  and  intensified  by  State  and  other  classifications 
above  referred  to. 

"We  may  summarize  the  reasons  for  a  uniform  classification  for  interstate 
commerce  as  follows : 

"To  secure  a  uniform  application  of  rates  throughout  the  country  and  prevent 
discriminations ; 

"To  prevent  delays  in  the  transportation  of  commodities  occasioned  by  stop- 
page at  the  gateways  in  order  to  change  the  classification  and  rate; 

"To  secure  correct  information  as  to  the  rate  for  shippers  at  points  of  origin; 
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"To  prevent  innumerable  claims  for  reparation  occasioned  by  the  misapplication 
of  rates  to  shipments  moving  under  different  classifications; 

"To  reduce  the  expense  to  carriers  by  unifying  the  classification  of  traffic  and 
simplifying  the  application  of  rates  thereto;  and 

"The  public  welfare." 

The  substantive  part  of  the  bill  referred  to,  amends  Section 
15  of  the  Act  to  Regulate  Commerce  by  inserting  between  the 
first  and  second  sentences  thereof  the  following  sentence: 

"The  Commission  is  further  authorized  and  empowered  to  determine  and  pre- 
scribe what  will  be  the  just  and  reasonable  general  or  uniform  classification  of 
freight,  both  individual  and  joint,  applicable  on  interstate  commerce  throughout 
the  United  States  governing  the  descriptions  of  articles  transported  by  and  the 
regulations  and  practices  of  the  carriers  subject  to  the  provisions  of  this  Act,  and 
to  make  orders  that  the  said  carriers  shall  adopt  the  said  classification  and  such 
amendments  thereto  as  the  commission  shall  prescribe  from  time  to  time,  and 
shall  conform  to  and  observe  the  regulations  and  practices  so  prescribed." 

"VVe  recommend  to  the  National  Association  the  adoption  of 
the  following  resolution,  which  was  unanimously  adopted  at  our 
annual  meeting  two  years  ago,  also  unanimously  recommended 
by  the  Committee  on  Uniform  Classification  last  year,  and  unani- 
mously adopted  by  this  Association,  at  its  annual  meeting  last 
year: 

"Resolved,  That  it  is  the  sense  of  this  convention  that  there  should  be  appro- 
priate legislation  by  Congress,  authorizing  and  directing  the  Interstate  Commerce 
Commission,  assisted  by  a  body  of  disinterested  experts,  appointed  by  the  Com- 
mission, and  paid  by  the  Federal  Government,  to  frame  and  promulgate  a  classifica- 
tion of  freight  to  apply  uniformly  over  the  United  States." 

Respectfully  submitted, 

CLIFFORD  THORNE,  Chairman, 

E.  E.  CLARK, 

C.  C.  MARSH  ALL, 
J.  F.  MCCLTJRE, 
LEON  MCCORD, 

F.  C.  ROBINSON,, 
S.  LA  RUE  TONE. 


Mr.  THORNE,  of  Iowa.  I  have  one  report  which  you  have  not 
heard,  which  has  one  recommendation  in  it.  It  is  the  report  on 
Uniform  Classification  and  Simplification  of  Tariffs. 

During  the  past  year,  a  bill  prepared  in  accordance  with  the 
resolution  previously  adopted  by  this  Convention  passed  the  United 
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States  Senate.  It  was  then  tied  up  in  committee.  At  the  next  ses- 
sion, it  was  renewed  before  the  House  Committee  but  did  not  go 
through  the  Senate.  The  matter  is  liable  to  come  up  again.  It 
would  be  of  very  great  assistance  if  the  records  could  be  kept  clean, 
in  the  way  they  have  been  in  the  past,  on  that  proposition.  Two 
years  ago,  we  passed  the  following  resolution  unanimously,  after 
an  extended  discussion  in  the  midst  of  the  Convention.  Last 
year,  it  was  again  recommended  and  passed  unanimously.  It  is 
now  again  recommended  unanimously  by  your  Committee,  con- 
sisting of  E.  E.  Clark  of  the  Interstate  Commerce  Commission, 
C.  C.  Marshall  of  Ohio,  J.  F.  McClure  of  Indiana,  S.  La  Rue  Tone 
of  Pennsylvania,  F.  C.  Robinson  of  South  Dakota,  Leon  McCord 
of  Alabama,  and  myself.  The  resolution  is  as  follows : 

"Resolved,  That  it  is  the  sense  of  this  Convention  that  there  should  be  appro- 
priate legislation  by  Congress,  authorizing  and  directing  the  Interstate  Commerce 
Commission,  assisted  bv  a  body  of  disinterested  experts,  appointed  by  the  Com- 
mission, and  paid  by  the  Federal  Government,  to  frame  and  promulgate  a  classi- 
fication of  freight  to  apply  uniformly  over  the  United  States." 

The  resolution  was  seconded  and  agreed  to. 

REPORT    OF    COMMITTEE    ON    TELEPHONE    AND    TELEGRAPH 
RATES  AND  SERVICE. 

Mr.  WATSON,  of  Oklahoma.  Mr.  President,  I  believe  I  can  an- 
swer a  few  of  the  questions  asked  by  Mr.  Burr  of  Florida  relative 
to  the  telephone  business,  as  the  Oklahoma  Commission  have  had 
quite  a  good  deal  to  do  with  that. 

At  the  outset,  I  will  say  that  the  telephone  business  of  the 
Oklahoma  Commission  has  been  to  a  considerable  extent  assigned 
to  me,  and  my  experience  up  to  this  time  has  led  me  to  believe 
that  I  had  rather  have  every  railroad  in  the  State  of  Oklahoma 
twice  over  than  the  telephones.  (Laughter.)  There  are  about 
800  or  900  different  systems  or  plants  in  the  State.  At  the  same 
time  we  have  not  a  single  town  in  the  State  that  has  two  tele- 
phone systems  in  it.  I  recommend  to  every  State  to  do  as 
Oklahoma  has  done,  and  knock  out  every  telephone  system  in  a 
town  or  city  except  one.  To  have  two  telephone  companies  in  one 
town  is  a  double  tax  upon  the  people  which  they  should  not  be 
called  upon  to  endure.  In  Oklahoma  City,  a  town  of  about 
75,000  inhabitants,  I  am  glad  to  say  that  I  believe  we  have  the 
best  telephone  system  of  any  city  that  I  was  ever  in.  This  week 
I  met  a  prominent  newspaper  reporter,  who  is  living  in  the  City 
of  Washington  at  this  time,  who  used  to  be  in  Oklahoma  City. 
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He  said  to  my  colleague,  Mr.  Henshaw,  and  myself,  "I  wish  to 
God  we  liad  the  Oklahoma  Corporation  Commission  here  to 
regulate  the  telephones,  for  every  time  I  go  to  talk  over  one  I  feel 
like  saying  something  that  I  would  not  like  to  have  my  wife  hear." 
In  my  city  you  pick  up  the  telephone  instrument  and  put  it  to 
your  ear  and  call  your  number.  The  lady  at  the  other  end  imme- 
diately repeats  the  number  and  you  answer  "All  right."  In  less 
than  10  seconds  you  have  your  party,  and  not  at  any  time  do  you 
have  to  hold  the  trumpet  to  your  ear  a  minute  before  you  get 
your  party.  Since  I  have  been  here  I  think  I  have  held  the  tele- 
phone to  my  ear  five  minutes  before  I  would  get  the  party  at  the 
other  end.  You  may  go  into  any  town  in  my  State  and  it  is  prac- 
tically the  same  way.  We  require  immediate  answers,  and  special 
attention  given  to  calls  when  they  are  put  in.  If  your  commissions 
will  exact  the  service  that  we  do  in  Oklahoma,  you  can  get  it. 

Another  thing  on  that  line.  I  find  that  the  telephone  rates  in 
the  City  of  Washington,  in  St.  Louis,  Mo.,  Memphis,  Tenn.,  or 
Atlanta,  Ga.,  are  about  twice  as  high  as  they  are  in  our  city.  Yet 
many  of  these  cities  have  two  exchanges,  and  the  business  man  js 
compelled  to  patronize  both  of  them,  getting  the  poorest  service 
that  I  ever  ran  up  against.  Of  course  here  in  the  City  of  Wash- 
ington there  is  only  one  company,  but  the  rates  here  are  much 
higher  than  they  are  in  my  home  city.  We  have  only  one  system 
in  Oklahoma  City,  and  we  have  a  splendid  service  at  about  half  the 
rates  that  are  charged  in  these  other  cities.  We  take  an  inventory 
of  each  and  every  plant,  and  fix  a  rate  upon  that  plant  sufficient 
to  give  them  a  good'  revenue  upon  the  business,  and  give  the 
people  good  service. 

I  can  recall  one  town  in  our  State,  a  town  of  about  5,000  or 
6,000  inhabitants,  where  they  had  a  business  rate  of  $2.50  a  month, 
and  a  residence  rate  of  $1.50  a  month  per  'phone.  The  citizens 
of  that  town  applied  to  the  commission  for  a  reduction  of  those 
rates.  At  that  time  that  was  a  popular  rate  throughout  tho  State 
in  towns  of  that  size.  We  went  into  an  investigation  to  see  what 
they  had  invested  in  the  plant.  When  we  made  our  investigation 
wo  found  that  those  rates  wore  paying  the  telephone  company 
27.2  por  oont,  dividends,  so  we  made  a  reduction  of  the  rates  and 
gave  thorn  $2  for  business  'phones  and  $1.25  for  residence  'phones. 
Even  at  that  reduction  it  gave  tho  telephone  company  20.2  por 
cont.  dividends  upon  tho  amount  that  thoy  had  invested  in  their 
plant.  So  wo  lot  the  rates  go  at  that.  Tho  telephone  company 
havo  appoalod  that  case  to  tho  Supremo  Court.  We  roqnirod 
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them  to  put  up  a  bond  so  that  in  case  we  win  out  they  will  reim- 
burse the  people  of  that  town  through  us,  so  that  they  will  only 
have  to  pay  the  rates  made  by  the  commission.  That  case  is  now 
pending  in  the  Supreme  Court  of  the  State  of  Oklahoma. 

In  answer  to  another  question  of  Mr.  Burr,  as  to  how  many 
'phones  may  be  placed  on  one  party  line  in  the  country,  we  have 
not  thought  of  exceeding  12  or  15  on  any  one  line,  because  we 
find  that  not  exceeding  that  number  at  any  rate  should  go  on  one 
party  line.  Any  number  in  excess  of  that  will  overload  any  line 
to  such  an  extent  that  we  cannot  get  good  service. 

We  found,  however,  that  011  these  party  lines  the  service  was 
very  much  interfered  with  by  children,  and  others  who  are  of 
a  curious  nature,  who  when  a  'phone  would  ring  for  another 
house  would  run  and  stick  the  trumpet  to  their  ear,  to  find  out 
what  was  going  on,  and  this  destroyed  the  service  to  a  great 
extent.  I  remember  a  case  in  the  southern  part  of  our  State  that 
had  caused  considerable  difficulty  between  two  neighbors  on  that 
account.  After  hearing  that  case  I  told  them  that  the  first  man 
who  permitted  any  of  his  family  to  take  down  a  'phone  other 
than  his  own  when  it  rang  would  be  fined  ten  dollars.  They 
think  that  is  the  law  in  their  country  yet,  and  they  do  not  inter- 
fere any  more.  (Laughter.)  The  people  get  good  service,  and 
they  have  had  no  more  neighborhood  troubles  on  that  account, 

Now,  I  do  not  want  to  take  up  any  more  time,  but  if  there  is 
any  question  that  Mr.  Burr  wants  to  ask  I  shall  be  glad  to  answer 
it  if  I  can. 

Mr.  BURR,  of  Florida.  Mr.  President,  I  have  no  more  questions 
to  ask. 

The  PRESIDENT.  I  think  the  gentleman  from  Oklahoma  has  com- 
pletely answered  your  question,  Mr.  Burr.  I  want  further  to 
state  that  Mr.  Watson  was  the  first  committee  chairman  who 
presented  his  report  to  this  Convention  to  be  printed. 

I  want  to  state  further  that  while  this  Convention  has  been 
extremely  interesting  to  me,  and  a  great  source  o.f  personal 
gratification,  I  feel  as  if  we  had  eaten  the  substance,  but  have  not 
yet  reached  the  dessert.  For  instance,  there  was  an  excellent 
report  from  the  Committee  on  Shippers'  Claims,  another  from 
the  Committee  on  Statistics  and  Accounts  of  Electric  Railways, 
another  from  the  Committee  on  Uniform  Classification  and  Simpli- 
fication of  Tariffs — which  has  been  slightly  referred  to  by  Mr. 
Thorne — as  well  as  the  report  of  the  Committee  on  Safety  Appli- 
ances, and  a  most  excellent  report  from  the  Committee  on  Rails- 
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and  Equipment.  It  is  a  source  of  personal  regret  that  these 
gentlemen  who  have  spent  so  much  time  and  labor  upon  questions 
that  are  almost,  if  not  quite  as  important  as  the  questions  that 
have  been  discussed,  and  over  which  we  have  taken  the  time  of 
this  Convention,  will  not  have  the  opportunity  to  let  this  Con- 
vention know  and  appreciate  their  excellent  work  in  the  prepara- 
tion of  these  reports.  Fortunately  we  will  have  a  short  statement 
from  Mr.  Borland,  of  the  Interstate  Commerce  Commission,  with 
reference  to  the  report  on  Kails  and  Equipment, 

REPORT  OF  COMMITTEE  ON  RAILS  AND  EQUIPMENT. 

Mr.  BORLAND,  of  the  Interstate  Commerce  Commission.  Gen- 
tlemen of  the  Convention,  Commissioner  McChord  of  the  Inter- 
state Commerce  Commission  desires  me  to  say  that  he  has  been 
unavoidably  detained  on  account  of  a  very  important  conference 
with  the  Commission,  from  which  he  could  not  absent  himself. 
He  has  waited  here  for  three  days  for  the  opportunity  to  present 
this  report,  and  he  desires  me  to  present  this  brief  statement  on 
his  behalf : 

INTERSTATE   COMMERCE  COMMISSION,  WASHINGTON. 

President  and  Gentlemen  of  the  National 
Association  of  Railroad  Commissioners : 

The  report  of  your  committee  on  rails  and  equipment  has  been 
circulated.  In  view  of  its  considerable  length  this  report  will 
not  be  read  at  this  time,  but  will  be  briefly  summarized  in  order 
to  bring  the  matters  contained  therein  properly  before  you. 

The  report  presents  statistics  pertaining  to  train  accidents 
which  occurred  during  the  ten  years  ending  with  1913;  it  also 
discusses  the  causes  of  certain  classes  of  these  accidents  and 
suggests  corrective  and  remedial  measures  for  the  purpose  of 
reducing  casualties  resulting  therefrom. 

Analysis  of  the  statistics  discloses  that  derailments  form  an 
increasing  class  of  train  accidents.  The  report  contains  a  dis- 
cussion of  those  features  relating  to  the  strength  and  condition 
of  materials  used  in  track  construction  and  equipment,  and 
special  mention  is  made  of  those  features  which  recent  investiga- 
tion has  shown  have  a  direct  bearing  upon  causes  of  failure. 
Some  of  these  features  pertain  to  the  manufacture  of  steel,  others 
to  the  stresses  to  which  the  materials  are  subjected  in  service. 

In  respect  to  rails,  types  of  fractures  which  are  most  prevalent 
are  discussed. 
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The  report  points  out  that  investigations  which  have  been  con- 
ducted by  the  Interstate  Commerce  Commission  indicate  that 
a  state  of  structural  unsoundness  is  found  in  rails  which  is 
accountable  for  certain  types  of  failures;  that  conditions  com- 
mon to  the  metal  of  the  head  and  the  base  lead  to  failures  in 
the  track;  that  such  failures  are  of  a  progressive  order  of  develop- 
ment occurring  at  different  periods  in  the  life  of  the  rail;  and 
that  seasonal  conditions  accelerate  the  fracture  of  rails.  The 
report  deals  with  corrective  and  remedial  measures  which  are 
of  a  technical  nature. 

The  stresses  incident  to  ordinary  railway  service  are  believed 
to  be  responsible  for  the  failure  of  many  rails.  However,  avail- 
able data  pertaining  to  the  magnitude  of  these  stresses  are  ex- 
tremely meager,  and  the  report  brings,  out  the  necessity  for  a 
thorough  investigation  for  the  purpose  of  securing  accurate  and 
reliable  data  regarding  the  magnitude  and  variation  in  stresses 
produced  upon  rails  in  service  by  locomotives  of  different  types 
and"  under  varying  conditions  of  speed  and  track  curvature. 

Roadbed  conditions  also  constitute  an  important  factor.  The 
concentration  of  great  weights  of  rolling  stock  on  wheel  bases 
of  current  lengths  introduces  problems  of  track  maintenance 
which  assume  greater  importance  as  the  weights  of  engines  are 
increased. 

Wheels  are  subject  to  conditions  similar  in  nature  to  those 
surrounding  rails.  The  failures  of  wheels  show  periodic  changes 
according  to  season  of  the  year  corresponding  to  the  records  of 
rail  failures.  Temperature  changes  due  to  braking  conditions 
are  responsible  for  a  large  number  of  wheel  failures,  and  cracked 
plate  wheels  are  held  to  be  caused  chiefly  by  rise  in  temperature 
of  the  treads  due  to  braking.  Attention  is  also  called  to  the  fact 
that  wheels  allowed  to  run  until  their  lack  of  rotundity  has  over- 
strained the  rails  are  reported  as  the  cause  of  injury  to  track 
and  rupture  of  rails. 

The  construction  of  cars  of  steel,  appears  to  have  almost  en- 
tirely superseded  wooden  construction;  among  the  cars  under 
construction  on  January  first  of  the  present  year,  only  two  wooden 
cars  being  reported  under  construction  Avhich  were  intended  for 
the  use  of  passengers.  'Since  1910  all  new  cars  built  by  the  Pull- 
man Company  for  its  own  use  have  been  of  the  all-steel  type. 

The  details  of  design  of  steel  cars  have  been  considered  with 
special  reference  to  the  colliding  strength  of  the  frame  and  the 
end  construction  to  provide  against  telescoping.  Experience  with 
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steel  cars  which  has  now  extended  over  a  term  of  years  has 
demonstrated  the  superiority  of  this  class  of  construction  over 
the  earlier  wooden  types. 

In  view  of  the  fact  that  train  accidents,  particularly  derail- 
ments, continue  from  year  to  year  without  abatement,  some  of 
which  are  undoubtedly  due  to  preventable  causes,  the  question 
presents  itself  whether  some  kind  of  Governmental  supervision 
is  not  advisable  in  the  direction  of  bettering  present  conditions. 
Much  of  the  material  used  in  construction  on  which  the  lives  of 
the  public  depends  is  now  subject  to  inspection  and  supervision 
by  Federal,  State  or  Municipal  authorities.  Steel  rails  and  track 
equipment,  the  most  common  material  in  engineering  use,  and 
having  a  tonnage  among  the  highest,  is  practically  the  only  ma- 
terial over  which  no  supervision  is  now  exercised.  The  record  of 
8,805  deaths  and  127,542  personal  injuries,  which  were  reported 
as  a  result  of  train  accidents  occurring  during  the  decade  ending 
with  the  year  1913,  calls  attention  to  the  necessity  for  a  more 
vigorous  effort  to  reduce  this  long  list  of  casualties.  I  submit  the 
report  for  the  consideration  of  the  Committee. 


REPORT  OF  THE  COMMITTEE  ON  RAILS  AND  EQUIPMENT. 

At  the  24th  annual  convention  of  thia  association  the  Committee 
on  Rails  and  Equipment  presented  an  exhaustive  report  which 
admirably  summarized  the  then  existing  state  of  knowledge  with 
respect  to  the  rail  situation.  Since  the  date  of  that  report  investi- 
gations into  the  various  phases  of  the  rail  problem  have  been  con- 
tinued and  extended,  as  a  result  of  which  additional  data  have 
been  made  available  and  certain  facts  pertaining  to  the  problem 
have  been  illuminated. 

Approaching  the  subject  of  rails  and  equipment  from  the  stand- 
point of  railway  accidents,  your  committee  has  made  an  analysis 
of  train  accidents,  as  reported  by  the  Interstate  Commerce  Com- 
mission, for  the  ton  year  period  1904  to  1913,  inclusive.  From 
these  reports  it  appears  that  during  this  period  there  were  127,- 
371  train  accidents  caused  by  collisions  and  derailments  on  steam 
railroads.  These  accidents  were  responsible  for  8,805  deaths, 
127,542  injuries,  and  a  property  loss  of  $104,625,897.  The  colli- 
sions from  all  causes  numbered  62,082,  and  were  responsible  for 
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5,078  deaths,  75,495  injuries,  and  a  property  loss  of  $47,433,501, 
while  the  derailments  from  all  causes  numbered  65,291,  and  were 
responsible  for  3,727  deaths,  52,047  injuries,  and  a  property  loss 
of  $57,192,396.  These  results  are  shown  in  detail  in  the  following 
tables  : 

Collisions — All  Causes. 


Year 

X  umber 

Killed 

Injured 

Property  Loss 

1904 

6,436 

630 

7,083 

|  5,190,918 

1905 

6,224 

608 

7,111 

4,849,054 

1906 

7,194 

604 

7,914 

5,319,755 

1907 

8,026 

776 

9,541 

6,299,568 

1908 

6,363 

414 

7,712 

4,635,199 

1909 

4,411 

342 

5,395 

3,108,691 

1910 

5,861 

433 

7,765 

4,629,279 

1911 

5,605 

436 

6,994 

4,302,056 

1912 

5,483 

378 

7,949 

4,330,206 

1913 

6,477 

457 

8,031 

4,768,772 

Totals 

62,080 

5,078 

75,495 

$47,433,501 

Derailments  —  All  Causes. 

Year 

Number 

Killed 

Injured 

Property  Loss 

1904 

4,855 

388 

3,161 

$  4,192,159 

1905 

5,371 

456 

4,838 

4,862,602 

1906 

6,261 

373 

4,772 

5,339,431 

1907 

7,432 

515 

6,695 

6,566,134 

1908 

6,671 

314 

5,122 

5,548,461 

1909 

5,259 

264 

4,165 

4,371,512 

1910 

5,918 

340 

4,814 

5,194,679 

1911 

6,260 

349 

4,799 

5,549,724 

1912 

8,215 

394 

7,147 

7,197,252 

1913 

9,049 

334 

6,534 

8,280,442 

Totals      65,291         3,727         52,047 


$57,192,396: 
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Derailments — Defective  Equipment. 


Year 
1904 
1905 
1906 
1907 
1908 
1909 
1910 
1911 
1912 
1913 


Number 
»2,297 
2,605 
2,811 
3,178 
2,796 


Killed      Injured       Property  Loss 


2,734 

2,824 
3,847 
4,366 


60 

630 

|  1,953,392 

40 

798 

2,068,620 

42 

802 

2,226,153 

59 

926 

2,490,028 

37 

831 

2,176,194 

29 

651 

1,875,646 

40 

636 

2,227,352 

64 

689 

2,379,074 

68 

1,197 

3,165,033 

49 

1,245 

3,421,037 

Totals    29,820 


488 


8,405          $23,982,529 


Derailments — Defectitw  Roadivay. 


Year 

Number 

Killed 

Injured 

Property  Loss 

1904 

866 

33 

716 

|   612,538 

1905 

1,007 

50 

1,446 

777,433 

1906 

1,287 

38 

1,608  ' 

918,056 

1907 

1,528 

58 

1,983 

1,255,114 

1908 

1,426 

46 

1,598 

1,088,261 

1909 

991 

25 

1,195 

708,658 

1910 

1,115 

42 

1,337 

914,642 

1911 

1,225 

57 

1,560 

1,007,460 

1912 

1,877 

102 

2,766 

1,541,460 

1913 

1,959 

70 

2,230 

1,583,929 

Totals      13,281 


521         16,439 


,407,551 


It  will  be  noted  that  of  the  65,291  derailments  reported  during 
this  ten  year  period  43,101,  or  more  than  66%  of  the  whole  num- 
ber, were  caused  by  defective  roadway  and  equipment.  A  com- 
parison of  the  yearly  totals  in  these  tables  shows  derailments  as 
a  notably  increasing  class  of  train  accidents.  Of  the  total  number 
of  collisions  and  derailments  reported,  the  proportion  charged 
to  derailments  in  1904  was  43%  while  in  1913  it  was  58.28%. 
(As  compared  with  corresponding  yearly  averages  for  the  ten  pre- 
ceding years,  1913  shows  an  increase  of  49.03%  in  the  number  of 
derailments,  and  while  a  like  comparison  of  attendant  conse- 
quences indicates  a  decrease  of  9.73%  in  the  number  of  fatalities, 
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there  was  also  an  increase  of  34.28%  in  the  personal  injuries  and 
of  56.82%  in  the  property  losses  occasioned  by  derailments. 

Of  the  total  number  of  derailments  reported  during  the  ten 
year  period  covered  by  these  tables,  45.65%  resulted  from  defec- 
tive equipment,  this  cause  also  being  responsible  for  13%  of  the 
fatalities,  16.13%  of  the  personal  injuries  and  41.93%  of  the  re- 
ported property  losses  sustained  by  reason  of  derailments. 

During  1913  these  proportions  were  generally  larger,  48.13% 
of  all  reported  derailments  together  with  14.67%  of  the  fatalities 
19.06%  of  the  personal  injuries  and  41.19%  of  the  reported  prop- 
erty losses  resulting  therefrom  being  chargeable  to  defective 
equipment.  Of  the  derailments  reported  as  due  to  defective  equip- 
ment, in  1913,  slightly  more  than  28  out  of  every  hundred  and 
36.74%  of  the  fatalities  occasioned  thereby,  are  attributable  to 
car  wheel  failures. 

These  statistics  offer  conclusive  proof  of  the  notable  and  steadi- 
ly increasing  seriousness  of  train  derailments  and  warrant  a  care- 
ful study  of  the  situation,  in  the  interest  of  public  safety,  to  as- 
certain the  details  and  particulars  of  the  most  prolific  causes  of 
derailment,  for  the  purpose  of  devising  ways  and  means  of  pre- 
venting avoidable  accidents. 

It  will  be  noted  that  29,820  of  the  derailments  reported  in  this 
ten  year  period  are  attributable  directly  to  equipment  failures. 
A  more  particular  account  of  these  failures  is  given  in  the  follow- 
ing table: 

Wheel  defects 10,535 

Axle  or  journal  defects 3,663 

Brake  rigging 
Draft  gear 


Side  bearings 
Rigid  trucks 
Arch  bar 

defects   8,644 

Power  brake  apparatus  defects 1,863 

Coupler  defects   1.775 

Miscellaneous  defects 3,340 


29,820 

Comparing  the  two  main  classes  of  train  accidents,  we  find  that 
derailments  rose  from  43%  of  the  total  number  of  such  accidents 
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in  1904  to  66  %  in  1913.  The  number  of  collisions  occurring  each, 
year  remained  about  the  same  during  the  last  decade,  that  is, 
notwithstanding  increased  traffic  the  number  of  collisions  has  re- 
mained nearly  constant.  Not  so,  however,  with  derailments. 
They  increased  both  proportionately  and  numerically.  Nine  thou- 
sand and  forty-nine  derailments  occurred  in  1913,  against  four 
thousand  eight  hundred  and  fifty  in  1904. 

The  importance  of  inaugurating  such  action  as  will  lead  to 
results  in  a  subject  of  the  technical  character  of  the  rail  and 
equipment  question  makes  it  necessary  to  report  upon  those  de- 
tails which  give  strength  and  security  to  the  track,  roadbed  and 
rolling  stock.  The  statistics  which  have  been  gathered  abundantly 
show  the  need  of  greater  safety  in  travel.  It  remains  to  review 
those  elementary  features  which  are  accountable  for  the  derail- 
ments and  failures  in  the  materials  of  construction  which  are 
used  in  railway  service.  No  doubt  accidents  may  be  materially 
lessened  by  the  selection  and  procurement  of  suitable  materials, 
and  in  the  more  intelligent  use  of  those  which  are  now  available. 

Questions  which  seem  of'greatest  importance  will  be  taken  up 
in  this  report,  pertaining  to  materials,  the  failure  of  which  have 
precipitated  many  of  the  accidents  which  are  year  by  year  re- 
ported. 

Your  Committee  has  made  a  careful  inquiry  into  the  rail  situa- 
tion in  respect  to  the  number  of  failures,  the  cause  of  such  fail- 
ures, as  well  as  what  action  can  be  taken  to  prevent  their  recur- 
rence. It  has  analyzed  the  results  of  the  numerous  investigations 
conducted  by  the  Interstate  Commerce  Commission  and  has  se- 
cured data  from  those  State  Commissions  which  have  gathered 
information  on  the  subject,  also  from  the  work  of  the  American 
Railway  Engineering  Association  and  from  a  number  of  repre- 
sentative Railroad  Companies. 

As  shown  by  these  investigations,  rail  failures  ocicur  with 
periodic  regularity,  increasing  and  .decreasing  with  seasonal 
changes.  They  occur  in  largest  numbers  during  the  winter 
months,  reaching  a  maximum  in  February  and  March  and  drop- 
ping to  a  minimum  in  early  or  mid-summer.  Winters  of  unusual 
severity  are  characterized  by  a  decided  increase  in  the  number  of 
rail  failures. 

Wheels  are  affected  in  the  same  manner;  the  larger  number 
of  fractures  of  which  occur  during  periods  coincident  with  those 
of  rails. 

The  margin  in  strength  which  resides  in  some  rails  is  overcome 
and  they  fail  in  the  summer  months,  but  a  greater  number  yield 
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under  the  increased  severity  of  winter  conditions.  This  seasonal 
display  of  rail  failures  is  evidence  that  conditions  leading  to  rup- 
ture are  generally  present,  closely  approaching  their  ultimate  en- 
durance at,  all  times.  Winter  and  early  spring  conditions,  by  ac- 
celerating fractures,  temporarily  disturb  the  regularity  of  failures 
which  otherwise  would  be  more  evenly  distributed  throughout  the 
year. 

The  report  of  the  American  Bailway  Engineering  Association 
for  the  year  ending  October  31,  1913,  shows  that  46,379  rail  fail- 
ures occurred  from  the  several  years  of  rolling  up  to  the  above 
mentioned  date,  not  including  rails  earlier  than  those  of  1908 
rolling.  This  list  of  failures  would  be  augmented  in  a  full  state- 
ment, since  some  roads  do  not  show  returns  in  the  published 
tables.  Rail  failures  which  occurred  in  any  one  year  are  not 
•stated. 

The  Bail  Committee  of  this  Association  in  their  analyses  of  the 
statistics  gathered  in  different. years,  have  drawn  certain  conclu- 
sions in  reference  to  the  failures.  Concerning  causes,  the  conclu- 
sions in  general  are  of  a  negative  order.  Nevertheless,  they  are 
•of  great  value  and  are  accepted  as  authoritatively  narrowing  the 
field  of  research  in  the  efforts  which  are  being  made  to  establish 
the  causes  of  rail  failures. 

Extracts  from  the  report  of  the  Eail  Committee,  Bulletin  !No. 
:38,  July,  1913,  are  as  follows: 

"The  same  remarks  as  were  made  last  year  apply  to  this,  i.  e.,  this  table  shows : — 

(1)  Wide  variations  in  performance  of  different  sections. 

(2)  Wide  variations  in  performance  of  different  mills. 

(3)  Same  weights  and  sections  do  not  give  uniform  results. 

(4)  Difference  in  carbon  does  not  account  for  variations  in  rate  of  failure. 

(5)  Comparison  of  Open  Hearth  and  Bessemer  shows  that  both  have  high 
rates  of  failure  as  well  as  low  rates  in  individual  cases. 

(6)  The  so-called  improved  sections,  such  as  A.  R.  A.,  give  poor  results 
in  individual  cases,  while  the  older  sections,  such  as  the  A.  S.  C.  E., 
give  good  results  in  some  cases."     *    *     * 

"An  examination  of  this  table  makes  it  evident  that  the  section  as  a  rule  has 
little  influence  on  the  quality  of  the  material.  A  study  of  the  detailed  report 
^makes  it  clear  that  other  factors  than  the  section  are  responsible  for  the  difference 
in  performance  of  different  lots  of  rail. 

"Small  differences  in  chemical  composition  are  not  of  much  importance." 

A  table  was  prepared  by  the  Committee  to  show  whether  a  rail 
having  a  thin  head  or  a  deep  head  was  the  better,  and  whether  a 
high,  stiff,  rail  was  better  than  one  having  a  low,  flexible  section. 
The  Committee  concluded  that  "the  design  has  apparently  little 
influence  on  the  number  of  failures." 
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It  was  explained  that  the  statistics  on  which  these  conclusions 
were  based  were  those 

"of  all  roads,  and  do  not  take  into  consideration  differences  in  wheel  loads,  speeds, 
nor  tonnage  over  the  rails." 

The  conclusions  of  the  Committee  make  it  evident  that  teat 
not  included  in  the  scope  of  its  work  should  be  looked  for  in  ac- 
counting for  rail  failures.  So  thoroughly  were  mill  conditions 
gone  into  by  the  Committee  that  further  inquiry  should  be  di- 
rected along  other  lines  and  a  promising  direction  would  obvi- 
ously pi-Ham  to  track  conditions. 

Criticisms  have  attached  *to  the  severity  with  which  rails  are 
treated  in  the  track,  and  have  found  expression  in  the  comments 
made  by  distinguished  metallurgists  abroad,  where  wheel  loads 
are  very  much  less  than  in  this  country. 

Mr.  Benjamin  Talbot,  in  the  Journal  of  the  Iron  and  Steel  In- 
stitute, London,  1912,  says: 

"Great  interest  in  the  subject  has  been  aroused  in  America,  due  no  doubt,  to  the 
accidents  which  take  place  on  American  railways,  which  fortunately  do  not  occur 
in  Great  Britain.  One  explanation  was  that  in  Great  Britain  the  rails  were  not 
treated  in  the  barbarous  fashion  customary  in  the  United  States." 

The  remarks  of  this  eminent  metallurgist  are  certainly  very 
severe  strictures  upon  conditions  which  he  believes  prevail  in  this 
country. 

It  is  undoubtedly  a  fact,  however,  that  our  rails  are  stressed 
very  high.  Specific  data  upon  this  feature  may  soon  be  expected 
as  the  result  of  the  work  of  a  Committee  established  under  the 
auspices  of  the  American  Society  of  Civil  Engineers  and  the 
United  States  Steel  Corporation.  This  Committee  has  been 
organized  and  preliminary  observations  have  been  made. 

Its  plan  of  work  as  outlined  under  date  of  August  14,  1914, 
by  Prof.  A.  M.  Talbot,  Chairman,  is  as  follows : 

"The  Committee  on  Stresses  in  Railroad  Track  has  been  engaged  in  preliminary 
work,  studying  the  problem  and  considering  what  methods  may  be  used  in  experi- 
mental work.  Last  week  preliminary  trial  tests  were  made,  and  the  Sub-committee 
on  Tests  will  have  a  meeting  soon  to  decide  upon  a  program  of  tests.  It  has  been 
decided  that  static  tests  will  be  made  this  fall,  using  different  conditions  of  track 
and  locomotive  and  car  loading.  The  tests  will  include  the  determination  of 
stresses  in  the  rail,  the  depression  and  compression  and  bending  of  the  ties  and 
the  action  of  the  ballast  and  roadbed.  At  the  same  time  work  will  be  carried  on  to 
develop  instruments  for  use  in  tests  at  various  speeds.  It  is  planned  also  to  make 
laboratory  tests  on  ballast  and  other  materials  and  in  some  of  the  problems  involved 
in  the  distribution  of  loads  along  the  rail. 

"As  full  arrangements  have  not  yet  been  made  by  the  Committee,  I  am  unable  to 
give  you  any  details.  Our  work  this  fall  is  expected  to  open  up  the  problem  and 
get  information  which  is  much  needed  before  final  tests  can  be  made." 

Data  upon  the  stresses  of  rails  in  the  track  are  indispensable 
for  making  a  satisfactory  analysis  of  this  subject,  and  the  work  of 
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this  Committee  will  be  expected  to  furnish  results  of  the  deepest 
interest. 

There  was  a  joint  conference  held  in  New  York  in  March,  1912, 
between  committees  of  the  steel  manufacturers  and  the  railroads, 
at  which  conference  President  Willard  of  the  Baltimore  &  Ohio 
Railroad  said: 

"A  full  and  frank  discussion  of  the  question  relating  to  the  character  and  wear- 
ing qualities  of  rails  was  had,  and  the  opinions  of  experts  received  and  considered. 
The  questions  of  mill  practice  in  manufacturing  rails  was  discussed,  and  it  was 
conceded  that  improvements  can  and  ought  to  be  made  by  both  sides.  Every 
reasonable  effort  will  promptly  be  made  in  this  direction. 

''Important  facts  were  gathered  and  much  benefit  will  be  derived  as  the  result 
of  the  meeting.  Before  adjournment  a  sub-committee  of  six  was  appointed,  con- 
sisting of  three  representatives  of  the  railway  companies  and  three  of  the  manufac- 
turers, to  consider  the  whole  subject  matter  and  reoort  their  conclusions  and 
recommendations  at  a  future  meeting  to  be  called  by  the  chairman." 

This  conference  was  held  at  a  time  when  more  attention  thai! 
usual  was  being  directed  toward  the  matter  of  rail  failures  for  the 
reason  that  a  large  number  of  broken  rails  had  recently  occurred 
and  the  press  generally  had  given  prominence  to  the  subject. 

President  Farrell  of  the  United  States  Steel  Corporation,  ap- 
peared before  the  House  Committee  on  the  Investigation  of  the 
United  States  Steel  Corporation,  in  the  month  of  January  preced- 
ing the  above  mentioned  conference,  and  submitted  remarks  of 
which  the  following  is  an  extract: 

/ 

"The  public  demands,  and  rightly,  that  railway  transportation  shall  be  safe  and 
that  rails  shall  not  break.  I  am  absolutely  convinced  that  if  the  railways  are  to 
accomplish  this  they  must  be  prepared  to  face  a  greater  wear  on  steel  rails.  In 
other  words,  under  the  severe  and  often  unknown  demands  of  modern  railway 
traffic  choice  must  be  made  between  safety  and  wearing  quality  in  steel  rails. 
Beginning  about  1890,  the  railways  of  the  United  States  b^gan  asking  for  higher 
carbon  in  steel  rails  to  secure  greater  wear;  and  the  railmakers,  unwisely,  and  many 
times  under  protest,  made  the  quality  of  steel  demanded.  Gradually  the  specifica- 
tions called  for  still  higher  carbon,  until  to-day  I  believe  the  steel  is  within  the 
danger  zone  of  brittleness.  It  is  true,  many  of  these  hard  rails  never  break,  but 
the  liability  of  breakage  is  much  greater  than  in  the  old-time  softer  steel,  and  the 
influence  of  the  unavoidable  contingencies  of  manufacture,  such  as  seams,  pipes 
and  segregation,  is  much  greater.  In  many  respects  the  steel  is  more  doubtful,, 
more  dangerous,  and  more  treacherous.  It  is  unquestionably,  in  my  judgment,  an 
unsafe  grade  of  steel,  in  view  of  the  severe  conditions  of  service.  If  safety  is  to 
be  the  first  consideration,  lower  carbon  and  softer  steel  would  seem  to  be  necessary. 
With  such  steel  the  various  unavoidable  defects  or  variations  of  commercial  rails 
would  be  far  less  dangerous. 

"I  believe  I  am  correct  in  saying  that  harder  steel  is  used  in  rails  in  the  United 
States  than  in  any  other  country,  yet  our  wheel  loads  and  train  loads  are  much 
greater  than  those_on  foreign  roads.  When  with  increased  weight  of  motive  power 
and  rolling  stock  it  became  necessary  to  strengthen  our  bridges,  our  engineers  did 
not  try  to  do  so  by  using  a  harder  and  higher  tensile  strength  steel.  They  increased 
the  amount  of  metal  of  the  kind  they  had  been  using,  because  they  knew  they  must 
have  a  safe  steel  and  a  large  factor  of  safety.  You  might  say  that  a  soft  rail 
would  wear  out  more  quickly.  The  old  soft  rails  under  the  conditions  of  their  day 
gave  satisfactory  wear.  It  is  my  belief  that  that  wear  would  be  less  rapid  tham 
most  people  estimate,  provided,  of  course,  the  section  of  rail  was  heavier." 
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Against  the  suggestion  of  a  return  to  softer  rails  is  opposed  the 
apparent  desire  of  the  railroads  to  continue  the  use  of  high  wheel 
loads. 

Mr.  A.  W.  Gibbs,  Consulting  Engineer  of  the  Pennsylvania  Rail- 
road, expressed  the  prevailing  sentiments  of  the  railroads  in  re- 
marking upon  the 

"desirability  of  carrying  the  weight  upofl  the  fewest  number  of  axles,  or  to  put 
it  another  way,  of  carrying  on  each  axle  the  greatest  permissible  weight." 

In  order  to  meet  the  requirements  of  high-wheel  loads  hard  rails 
are  necessary. 

Incompatible  conditions  are  therefore  involved  in  an  effort  to 
meet  the  demands  for  rails  possessing  the  advantages  of  a  medium 
grade  of  steel  with  the  hardness  and  rigidity  essential  for  carry- 
ing high  wheel  loads.  Hardness  may  be  acquired  through  chemi- 
cal composition  of  the  steel,  but  when  so  attained  is  accompanied 
with  brittleness.  Hardness  may  also  be  produced  by  heating, 
sudden  quenching,  and  partial  annealing  of  the  metal.  The  lat- 
ter is  essentially  a  disruptive  process,  wholly  or  partially  so,  ac- 
cording to  the  grade  of  steel  which  is  treated,  and  unsafe  in  a 
rail  of  high  carbon  content.  The  latter  treatment  is  now  being 
tried  with  rails  of  low  carbon  steel,  resulting  in  the  introduction 
of  high  initial  properties,  leaving  the  question  of  ultimate  safety 
an  open  one. 

The  production  of  steel  which  possesses  the  most  desirable  com- 
bination of  physical  properties  to  resist  abrasive  influences,  and 
one  which  will  safely  endure  repeated  stresses,  applied  in  the  man- 
ner rails  are  loaded,  requires  an  adjustment  of  metallurgical  con- 
ditions not  commonly  demanded  of  the  steel  maker.  But  whatever 
grade  of  steel  is  produced,  it  will  have  certain  distinguishing 
characteristics  and  limitations  which  must  be  reckoned  with  in 
its  use. 

For  a  time  softer  steel  was  used  than  is  now  specified  for  rails. 
Such  rails,  necessarily,  were  low  in  strength  and  susceptible  to 
taking  permanent  sets  under  the  bending  loads  of  the  wheels.  The 
steel,  being  soft,  flowed  readily  under  wheel  pressures,  and  in  so 
doing  the  metal  of  the  head  was  displaced  in  a  lateral  direction. 
This  action  at  the  running  surface  progressed  faster  than  the 
metal  was  worn  by  abrasion,  and  fins  were  formed  along  the  sides 
of  the  head.  On  the  gauge  side  the  flange  wear  crowded  the  metal 
downward.  Although  such  rails  were  originally  tough,  their 
toughness  was  exhausted  by  the  surface  flow  of  the  steel  under  the 
wheel  loads,  and  when  exposed  to  stresses  which  brought  the  head 
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into  tension,  the  rails  ruptured  with  impaired  strength  and 
ductility. 

The  softer  the  rail  the  more  easily  it  is  affected  by  the  wheel 
pressures.  The  possession  of  primitive  toughness  is  not  a  guaran- 
tee of  its  retention  under  track  conditions,  and  brittle  failures  oc- 
curred in  those  rails  as  it  has  since  in  hard  steel.  It  was  found 
fallacious  to  rely  upon  original  toughness  as  a  safeguard  against 
immunity  from  brittle  fractures  in  the  track. 

A  peculiar  difference  in  respect  to  the  exhaustion  of  toughness 
was  noticed  in  the  earlier,  soft  rails,  which  is  not  realized  in  cer- 
tain of  the  hard  rails  of  current  use  when  the  latter  are  over- 
strained. Loss  of  toughness  in  the  former  was  not  immediately 
attended  with  the  formation  of  incipient  fractures  in  the  steel. 
Annealing  would  restore  the  softer  metal  to  its  primitive  proper- 
ties, while  in  the  hard  rails  actual  fissures  are  apparently  formed, 
which  annealing  does  not  efface. 

This  is  a  feature  of  more  than  usual  interest  to  be  considered 
in  judging  of  the  relative  safety  of  different  grades  of  steel.  That 
is,  whether  there  is  a  neutral  zone  pertaining  to  the  metal  in  which 
a  greater  or  less  display  of  ductility  may  take  place  without  in- 
volving the  metal  in  actual  rupture  in  any  of  its  parts.  The  com- 
plete absence  of  such  a  zone  would  be  characteristic  of  a  brittle 
steel,  undesirable  for  rail  purposes. 

In  passing  from  a  soft  rail  to  a  hard  one  there  is  believed  to  be 
an  approach  to  this  undesirable  condition. 

It  will  not  be  understood,  however,  that  the  display  of  tough- 
ness necessarily  accompanies  the  fracture  of  any  grade  of  steel, 
however  soft  it  may  have  been  in  its  primitive  condition.  Re- 
peated alternate  stresses  will  effect  rupture  in  all  grades  without 
the  display  of  toughness. 

In  the  case  of  a  rail,  the  choice  lies  somewhere  between  a  soft 
steel  which  yields  under  low  stresses  but  which  will  under  those 
stresses  eventually  rupture  without  a  trace  of  elongation ;  and  the 
other  extreme,  a  hard  rail  of  great  primitive  resistance  and  ini- 
tially devoid  of  ductility.  It  depends  upon  conditions  of  loading 
which  is  the  safer  rail.  Track  conditions  in  general  lead  to  the 
preference  of  a  rail  of  intermediate  grade  of  the  stronger  class, 
with  such  initial  toughness  as  may  be  inherent  in  the  metal. 

Those  physical  properties  in  steels  which  are  most  enduring, 
"whether  attained  by  means  of  chemical  composition,  heat,  or 
mechanical  treatment,  cannot  definitely  be  stated  in  the  light  of 
present  information.  Radical  changes  in  the  properties  of  a  given 


388  NATIONAL   ASSOCIATION    OF   RAILWAY    COMMISSIONERS. 

steel  which  are  accomplished  by  heat  or  mechanical  treatment  are 
at  times  in  doubt  when  considered  as  permanent  effects. 

Interest  will  therefore  attach  to  the  track  record  of  a  recent 
lot  of  rails,  and  understood  to  be  destined  for  use,  which  were 
heat  treated,  thereby  raising  the  elastic  limit  of  the  steel  until 
it  was  quite  high  in  terms  of  the  tensile  strength,  and  raising 
each  considerably  above  100,000  Ibs.  per  square  inch. 

The  quenching  of  the  rails  in  question  was  reported  to  have 
been  done  in  water,  drawing  the  temper  subsequently  by  the  use 
of  an  electric  current.  The  experiment  was  made  with  a  low  car- 
bon steel,  nickel  and  chromium  being  present  in  small  quantities. 

This  marks  an  important  experiment  to  raise  the  physical  prop- 
erties, or  at  least  the  elastic  limit  to  a  point  equal  to,  and  in  this 
case  exceeding,  that  of  a  hard  rail,  still  leaving  the  metal  pos- 
sessed of  great  initial  toughness. 

The  behavior  of  these  rails  will  be  watched  with  interest,  being 
the  first  instance,  so  far  as  known,  of  an  effort  of  this  kind  being 
undertaken. 

Heat  treatment  of  the  above  kind  could  hardly  be  applied  with 
safety  to  rails  of  high  carbon. 

A  100-pound  rail,  of  current  prescribed  carbon  content, 
quenched  in  water  from  its  finishing  temperature  would  be  in 
danger  of  splitting  along  the  web. 

It  must  be  realized,  however,  that  improvements  in  the  physi- 
cal properties  of  rails  in  the  direction  of  their  length  only,  are  by 
no  means  sufficient  to  meet  the  requirements  of  sen-ice.  While 
it  is  true  that  specifications,  on  which  rails  are  bought,  are  direct- 
ed only  toward  securing  strength  in  the  direction  of  rolling,  never- 
theless strength  in  a  crosswise  direction  is  essential  in  a  good  rail. 

Deficiency  of  strength  in  a  crosswise  direction  leads  to  the 
most  common  types  of  failure.  Split  heads,  split  bases,  and 
many  so-called  square  breaks  which  generally  are  secondary  lines 
of  rupture,  the  starting  point  being  a.  split  in  the  base,  all  of  these 
failures  are  due  to  weakness  of  the  metal  taken  in  a  crosswise  di- 
rection. 

The  weakness  of  the  steel  crosswise  the  grain  is  due  chiefly 
to  the  presence  of  streaks,  seams,  or  other  lines  of  structural 
weakness,  and  they  in  turn  commonly  owe  their  origin  to  the  con- 
dition of  the  metal  in  the  ingot. 

Interior  defects  of  this  kind  are  attributed  in  part  to  the  pres- 
ence of  slag  inclusions,  the  word  "slag"  being  used  in  a  generic 
sense,  and  from  blowholes  which  are  in  the  steel  when  in  the 
ingot. 
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Piping  causes  seams  larger  than  those  resulting  from  slag  inclu- 
sions, the  slag  being  disseminated  in  small  globules.  Segregation 
may  be  present  at  or  in  the  vicinity  of  streaks  in  metal  from  the 
upper  part  of  the  ingot. 

Slag  globules  in  the  ingot  appear  as  filaments  when  the  metal 
is  rolled  into  the  rail.  They  are  drawn  out  in  the  direction  of  roll- 
ing, forming  streaks  across  which  there  is  lack  of  continuity  of 
the  steel. 

Herein  is  found  a  prolific  source  of  danger,  one  of  the  disquiet- 
ing' conditions  recognized  by  steel  makers,  and  admittedly  one 
which  has  defied  correction.  Streaks  were  prevalent  in  earlier 
rails,  both  of  domestic  and  foreign  manufacture,  and  present  even 
in  greater  numbers  than  witnessed  in  rails  of  current  manu- 
facture. 

Streaks  are  not  confined  to  rail  steel,  but  have  been  found  in 
the  highest  grade  of  steel  forgings,  forgings  for  ordnance  pur- 
poses, costing  22  cents  per  pound,  against  steel  rails  at  less  than  a 
cent  and  a  half  per  pound. 

They  are  not  confined  to  rails  from  the  upper  end  of  the  ingot, 
but  appear  in  others,  down  to  those  from  the  lower  end  of  the  in- 
got. There  is,  not  infrequently,  a  wide  difference  in  their  distribu- 
tion among  the  different  rails,  and  some  have  been  found  in  which 
the  metal  is  nearly  or  quite  free  from  streaks  or  lamination.  Such 
rails  as  the  latter  would  not  be  expected  to  fail  by  the  development 
of  split  heads,  nor  split  bases,  and  sparingly  by  square  breaks. 
The  crosswise  strength,  and  particularly  the  crosswise  ductility, 
being  unimpaired  by  streaks,  the  danger  of  failure  is  materially 
lessened. 

Improvements  in  the  strength  of  rail  steel,  however  pronounced 
they  may  be,  still  leave  a  most  vital  feature  uncorrected  if  the 
causes  of  longitudinal  streaks  in  the  finished  rails  are  not  reached. 
Investigative  work  might  profitably  be  directed  toward  an  inquiry 
into  the  condition  of  the  steel  in  the  ingot,  and  concerning  the 
possibility  of  the  removal  of  the  causes  of  streaks.  If  the  causes 
are  inherent  in  the  conditions  under  which  steel  must  be  made, 
as  asserted  by  some,  then  this  conclusion  should  be  established  by 
a  most  thorough  study  of  the  subject, 

The  researches  of  Sir  Robert  Hadfield  have  led  him  to  believe 
that  a  decided  advance  in  the  production  of  sound  steel  ingots 
can  bo  accomplished  according  to  the  method  of  casting,  involving 
the  use  of  a  sand  head  for  the  ingot  mould,  pouring  molten  slag 
on  the  cast  ingot  immediately  after  teeming,  putting  a  layer 
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of  charcoal  on  the  slag,  and  burning  the  charcoal  under  an  air 
tolast.  This  treatment  is  for  the  purpose  of  retarding  the  cooling 
of  the  upper  end  of  the  ingot,  permitting  a  natural  feeding  of  the 
ingot  from  the  metal  in  the  upper  end.  The  pipe  is  thus  made 
to  locate  itself  in  the  sand  head,  where  the  segregated  metal  also 
collects. 

The  specific  value  of  this  method  of  casting  in  its  relation  to 
steel  rail  manufacture  will  depend  upon  the  thoroughness  with 
which  the  causes  of  streaks  and  laminations  are  eliminated  from 
those  parts  of  the  ingot  which  must  perforce  be  used  in  the  utiliza- 
tion of  a  commercial  portion  of  the  metal. 

Sir  Robert,  in  a  personal  communication,  remarks: 

"In  trying  to  solve  a  problem  we  are  apt  to  look  for  some  new  and  difficult 
explanation,  when  very  often  such  explanation  is  to  be  obtained  by  examining 
apparently  small  and  unimportant  details  close  at  hand." 

adding  that: 

"in  trying  to  solve  the  rail  problem,  it  seems  to  me  that  at  any  rate  in  the  first 
place  we  must  produce  sound  steel." 

The  results  on  rails  rolled  from  ingots  furnished  by  Sir  Robert 
and  those  from  rails  rolled  from  ingots  made  in  this  country  ac- 
cording to  Sir  Robert's  process  will  be  of  great  value  in  relation 
to  this  vital  feature  of  the  problem. 

It  must  be  admitted  that  efforts  in  the  direction  of  the  elimina- 
tion of  streaked  metal  heretofore  made  have  not  been  crowned 
with  success.  If  such  continues  to  be  the  case  it  becomes  a  condi- 
tion to  be  reckoned  with  in  its  relation  to  the  rail  question.  Rail 
failures  attributable  to  this  cause  would  require  to  be  guarded 
against,  so  far  as  practicable,  by  modifications  in  design  of  the 
cross  section,  a  result  it  is  realized  more  readily  accomplished  in 
reference  to  the  base  than  in  the  head.  Still  encouragement  is 
found  in  the  fact  that  rails  are  not  all  alike,  and  that  rails  of 
current  manufacture  have  been  found  which  were  free  from 
streaks  and  lamination. 

The  defects  which  have  just  been  referred  to  are  interior  ones, 
those  which  are  located  well  within  the  periphery  of  the  rail,  and 
which  affect  chiefly  the  head  and  the  base,  being  negligible  as  a 
rule  in  the  web.  There  is  another  class  to  be  considered,  that  is 
surface  defects,  the  removal  of  which  has  recently  been  under- 
taken by  mechanical  means,  a  process  devised  by  Mr.  T.  H.  Ma- 
thias.  Rails  now  being  rolled  are  machined  on  the  head  and  base 
by  this  process. 
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The  surface  seams  on  rails  are  referred  to  in  a  descriptive  arti- 
cle by  Mr.  Mathias  as  being  the  result  of  disc-like  apertures  which 
form  on  the  surface  of  the  ingot,  when  it  is  cast,  by  entrapped 
air  between  the  hot  steel  and  the  mould.  That  these  disc-like 
apertures  are  subsequently  drawn  out  into  lines  by  the  roll  reduc- 
ing drafts  from  the  ingot  to  the  finished  rail,  eventually  forming 
surface  seams  of  various  lengths  up  to  say  eight  inches. 

The  Mathias  process  is  made  use  of  when  the  metal  emerges 
from  the  roughing  rolls.  The  surface  of  the  head  and  base  of 
the  cobbled  rail  bar  is  then  milled  off  to  a  depth  of  !/£".  This 
is  done  by  hot  saws  having  a  peripheral  speed  of  25,000  feet  per 
minute.  The  milling  of  the  hot  rail  bar  is  done  when  the  rolling  is 
about  75%  finished. 

Kails  treated  by  this  process  have  been  etched  for  examination. 
The  milled  surfaces  wrere  apparently  free  from  seams.  Incidental 
to  the  removal  of  the  defective  surface  metal  the  milling  also  re- 
moves decarburized  metal.  The  presence  of  a  decarburized  surface 
of  the  ingot  is  explained  in  the  descriptive  article  referred  to  as 
follows : 

"In  addition  to  this  (the  disc-like  apertures  being  referred  to)  on  the  four  faces 
of  an  ingot,  there  is  a  decarburized  surface  about  5/16  of  an  inch  in  depth  envel- 
oping the  ingot,  varying  from  8  to  10  points  lower  in  carbon  than  the  metal 
immediately  adjoining  it.  This  decarburized  envelope  is  probably  produced  in  the 
soaking  pits  where  the  conditions  are  so  oxidizing  that  a  thick  oxide  is  always 
found  on  the  surface  of  the  ingot." 

Rails  treated  by  this  process  are  now  being  placed  in  service, 
and  their  track  record  will  soon  become  available. 

Many  crescent  shaped  base  fractures  have  been  occasioned  by 
the  presence  of  surface  seams.  The  removal  of  such  defective 
metal,  at  an  intermediate  stage  in  the  rolling  of  the  rail,  gives 
promise  of  effecting  an  improvement  in  the  finished  rail. 

Prominence  is  given  the  matter  of  streaks,  seams,  and  lamina- 
tions in  rails  since  it  is  believed  such  defective  metal  is  account- 
able for  a  large  percentage  of  the  annual  rail  failures,  and  reme- 
dial measures,  to  be  effective,  must  be  based  upon  a  recognition 
of  what  constitutes  these  defects. 

Segregation  and  piping  are  matters  often  alluded  to  as  repre- 
senting the  causes  of  a  considerable  portion  of  the  failures  in  rails. 
Each  of  these  conditions  occurs  at  the  upper  end  of  the  ingot. 
Segregation,  in  the  absence  of  structural  unsoundness,  merely  in- 
troduces a  different  grade  of  steel,  the  physical  properties  of 
which  differ  from  the  surrounding  metal  between  which  it  is  lo- 
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cated  or  into  which  it  merges.  Segregated  metal  is  steel  enriched 
in  carbon,  and  may  be  expected  to  have  a  higher  elastic  limit  in 
consequence  thereof,  with  proportionate  reduction  in  ductility. 

The  segregated  carbon  of  a  soft  steel  is  the  normal  carbon  con- 
tent of  a  medium  steel,  the  next  one  higher  in  strength. 

Segregation  in  itself  does  not  adequately  account  for  split  heads 
and  split  bases,  many  of  which,  in  fact,  occur  in  rails  from  parts 
of  the  ingot  where  segregation  does  not  occur. 

As  for  piping,  it  is  an  affair  of  such  size,  if  not  removed  by 
discard,  that  its  presence  admits  of  discovery  at  times  on  the 
rail  ends,  and  is  looked  for  only  in  the  metal  from  the  upper  end 
of  the  ingot, 

The  sides  of  the  bolt  holes,  if  the  drilling  has  not  been  forced, 
should  furnish  evidence  of  piping  when  present  near  the  ends  of 
the  rail.  One  railroad,  at  least,  makes  a  practice  of  smooth-pla- 
ning the  ends  of  the  "A"  rails  for  the  purpose  of  revealing  cases 
of  piping.  An  efficient  method  it  has  been  found. 

Streaks  and  lamination,  while  not  confined  to  any  one  rail 
of  the  ingot,  are  in  general  most  numerous  in  "A"  rails.  They 
are  present,  however,  in  other  rails  and  opportunity  has  been 
offered  to  examine  them  down  to  the  "F"  rail,  in  which  some 
seams  were  found. 

A  common  clause  in  rail  specifications  is  to  the  effect  that  test 
pieces  shall  be  fractured  in  the  drop  test,  "to  determine  whether 
the  interior  metal  is  sound."  The  greater  number  of  streaks  and 
seams  are  undetectable  in  this  manner.  Unless  a  seam  is  very 
pronounced  its  presence  is  not  revealed  on  the  ends  of  fractured 
rails. 

If  perchance  one  is  detected  certain  rails  of  the  heat  are  re- 
jected or  passed  as  special  rails,  and  additional  tests  are  made 
farther  down  the  ingot.  It  not  infrequently  happens  that  seams 
are  entirely  confined  to  the  drop  test  piece,  but  nevertheless  are 
the  cause  of  rejecting  rails  which  so  far  as  known  themselves  were 
not  affected.  The  method  above  referred  to  of  examining  the  ends 
of  the  rails  themselves,  and  rejecting  unsound  ones,  seems  more 
logical  and  efficacious,  than  the  rejection  of  certain  other  parts 
of  the  heat  because  suspected  seaminess  has  been  discovered,  but 
located  in  metal  that  would  not  under  any  circumstance  reach 
the  track. 

Proof  tests  of  the  actual  material  used  is  finding  favor  in  the 
case  of  locomotive  axles,  and  the  extension  of  such  methods  to 
other  classes  of  material,  so  far  as  practicable,  is  worthy  of  consid- 
eration. 
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In  regard  to  the  form  of  cross  section  of  the  rail  the  current 
situation  of  steel  manufacture  must  be  taken  into  account.  For 
the  present  it  is  necessary  to  assume  that  seaminess  in  steel  will 
continue  to  prevail.  This  state  of  the  metal  affects  chiefly  the 
head  and  the  base  of  the  rail,  with  a  better  opportunity  for  meet- 
ing the  situation  in  respect  to  the  base  than  the  head. 

Failures  by  the  development  of  longitudinal  seams  will  next 
be  referred  to.  Bending  stresses  in  the  flanges  crosswise  the  rail 
must  be  resisted,  against  which  longitudinal  seaminess  is  a 
recognized  source  of  weakness.  According  to  location  the  seams 
are  more  or  less  injurious.  Those  located  where  the  bending 
stresses  are  the  greatest  are  necessarily  the  worst,  and  such  are 
found  at  the  lower  surface  of  the  base.  Milling  off  the  seams  of 
the  surface  metal  in  the  hot  rail  bar  gives  encouragement  that  im- 
provement by  this  mechanical  method  is  attainable. 

Interior  seams  which  are  not  removable  must  still  be  reckoned 
with.  Their  influence  may  be  lessened  by  making  stronger  bases. 
The  intensity  of  the  bending  stresses  will  be  ameliorated  by  in- 
creasing the  depth  of  the  flanges  and  the  use  of  larger  fillets  con- 
necting the  web  and  base. 

Track  maintenance  is,  by  some,  held  accountable  for  a  large 
number  of  base  fractures,  assigning  the  cause  to  imperfect  bear- 
ings on  the  ties,  or  to  the  displacement  of  shoulder  tie  plates  as 
specific  delinquencies.  The  number  of  rail  failures  from  split 
bases  are  rather  too  large,  and  the  evidence  too  meagre  to  attri- 
bute them  generally  to  such  laxity  in  track  maintenance. 

A  considerable  number  of  the  failures,  probably  a  large  major- 
ity, are  chargeable  to  defective  metal. 

The  bending  stresses  in  the  track  which,  by  repetition, 
eventually  lead  to  base  fractures,  are  undoubtedly  of  much  less 
magnitude  than  laboratory  tests  show  necessary  for  loads  a  few 
times  applied.  This  remark  attaches  also  to  other  comparisons  of 
the  ultimate  effect  of  service  stresses,  many  times  ^repeated,  and 
the  single  application  of  a  load  sufficient  to  cause  rupture. 

By  strengthening  the  flanges  of  the  base  and  lowering  the 
intensity  of  the  bending  stresses,  this  type  of  failure  should 
certainly  be  reduced  in  numbers.  It  is  believed  to  be  a  question 
of  proceeding  far  enough  along  this  line  to  accomplish  a  substan- 
tial reduction  in  the  number  of  base  fractures,  and  square  breaks 
which  are  incident  thereto.  A  greater  margin  must  be  allowed 
between  the  working  stresses  and  the  ultimate  strength  of -this 
part  of  the  rail.  Longitudinal  stresses  in  the  base  are  a  much 
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less  source  of  anxiety  in  causing  fractures.  Such  stresses  act 
parallel  to  the  direction  of  the  streaks  and  are  not  materially 
influenced  by  the  presence  of  the  latter. 

In  respect  to  the  metal  of  the  head,  the  problem  is  far  more 
complex.  It  is  made  so  by  reason  of  the  varying  intensity  of  the 
wheel  pressures  on  the  running  surface  of  the  rail.  The  cold 
rolling  effects  of  the  wheels  are  to  alternately  move  the  surface 
metal  backward  and  forward  according  to  whether  the  wheels  are 
drivers  or  trailers.  These  longitudinal  movements  are  ac- 
companied by  lateral  movements  tending  to  increase  the  width  of 
the  head  at  the  running  surface.  Differences  in  the  contour  of 
the  wheel  treads  in  succession  bring  the  pressures  to  bear  upon 
different  parts  of  the  head.  A  constant  kneading  of  the  metal 
goes  on,  a  part  of  which  is  elastic  and  a  part  permanent  dis- 
placement. 

When  the  metal  is  not  worn  away  rapidly  by  abrasion  the  softer 
metal  by  its  flow  causes  the  formation  of  a  fin  along  the  sides 
of  the  head.  The  harder  metal  is  affected  in  the  same  manner, 
although  the  visible  effects  on  the  rail  head  are  less  pronounced. 
In  each  case  this  action  causes  a  wedge  or  splitting  effect  which 
acts  upon  the  streaks,  or  lines  of  structural  weakness  in  the 
steel,  the  result  of  which  is  the  starting  of  a  split  head. 

It  has  been  found,  in  the  examination  of  incipient  cases 
of  split  heads,  that  the  seams  were  not  continuous.  They  are 
interior  seams,  located  some  distance  below  the  running  surface 
of  the  head,  the  character  of  the  surface  of  which  was  the  same 
as  those  found  in  the  bases  of  rails.  The  same  kind  of  metal 
necessarily  is  present  in  the  head  and  base,  the  particular  side 
of  the  ingot  which  furnished  either  part  of  the  rail  being  a  matter 
of  chance,  depending  upon  which  side  of  the  ingot  was  uppermost 
in  entering  the  rolls. 

It  is  believed  that  these  short,  disconnected,  seams  eventually 
merge  and  form  one  continuous  seam  of  considerable  length,  as 
the  split  head  develops.  So  far  as  may  be  judged,  split  heads 
have  small  beginnings,  starting  at  streaks  or  laminations,  thence 
extending  both  in  length  and  in  depth.  In  depth,  the  direction  of 
development  takes  place  downward  from  the  upper  or  the  central 
part  of  the  head  toward  the  web,  as  indicated  by  the  cross  section 
of  seams  in  split  heads  in  their  more  advanced  stages 
of  development. 

The  progressive  character  of  split  head  failures  is  explainable 
by  the  variable  stresses  to  which  rails  are  exposed. 
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ft he  beginning  of  the  development  of  a  split  head  is  attributed 
to  the  effect  of  the  highest  wheel  loads  which  pass  over  the  rail. 
The  static  wheel  load,  plus  the  dynamic  augment  of  the  drivers,, 
is  probably  responsible  for  the  beginning  of  a  split  head. 

Successive  engines  passing  over  the  rail,  with  counter- weight 
happening  to  be  down  at  that  particular  place  would  repeat  the 
load,  and  increase  the  dimensions  of  the  split,  Eventually  wheels 
of  lesser  weight  would  be  competent  to  extend  the  seam  in  the 
weakened  head.  Conjecturally,  such  is  the  progressive  manner  of 
development  of  a  split  head,  judging  from  the  different  phases  in 
which  split  heads  have  been  witnessed. 

They  do  not  immediately  reach  the  running  surface  of  the 
head,  some  not  until  the  time  arrives  when  complete  failure  of 
the  rail  is  effected,  but  a  dark  line  along  the  middle  of  the 
head  is  the  well  recognized  surface  indication  of  a  rail  in  this 
state.  A  slight  depression  in  the  head  is  another  indication  by 
which  split  heads  are  recognized  in  the  track.  The  metal  at 
the  immediate  running  surface  may  develop  lateral  flow  and 
increase  the  width  of  that  part  of  the  rail  and  affect  that  part 
only,  but  an  increase  of  its  general  cross  section  should  be  taken 
as  evidence  of  a  split  in  the  metal. 

It  is  difficult  to  recognize  in  the  track  an  increase  of  less  than 
1/1 6",  yet  it  appears  that  an  increase  in  width  of  that  amount 
not  unlikely  represents  a  split  head  in  which  the  width  of  open- 
ing in  the  interior  of  the  head  corresponds  substantially  to  ther 
general  increase  of  the  head.  Investigations  on  split  heads  make 
it  appear  that  seams  attain  considerable  size,  even  before  they  are 
detectable  by  vigilant  track  inspection. 

Longitudinal  stresses  in  the  head,  in  the  earlier,  softer  rails, 
occasionally  caused  square  breaks.  The  cold-rolling  of  the  wheels 
exhausted  the  toughness  of  the  metal,  and  introduced  internal 
strains,  following  which  the  rail  was  susceptible  to  fracture  under 
occasional  maximum  stresses  in  the  track.  In  these  rails  th& 
fractures  started  at  the  surface  of  the  head,  commonly  at  the 
corner,  on  the  gauge  side.  Such  fractures  were  normal,  as  re- 
gards a  beam  action  of  the  rail,  and  started  in  the  fibres  most 
remote  from  the  neutral  axis. 

When  rupture  occurred,  however,  the  fractures  were  brittle 
ones,  with  little  or  no  display  of  ductility.  Reports  of  fractures- 
of  this  kind  were  not  very  numerous  and  did  not  attract  special 
attention  during  the  period  in  which  they  were  prevalent. 

Fractures   by   longitudinal   tension   in    fact   rarely   occurred' 
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having  their  origins  in  either  the  head  or  the  base,  without  some 
specific  local  cause  traceable  to  track  conditions. 

Another  type  of  fracture  in  the  metal  of  the  head  has  occurred 
in  considerable  numbers  during  the  past  few  years,  that  is.  the 
development  of  transverse  fissures.  These  have  been  found  in 
different  parts  of  the  length  of  the  rail,  and  at  varying  distances 
apart,  occasionally  being  as  close  together  as  eight  inches,  but 
commonly  separated  a  few  feet,  at  least  among  those  fissures 
which  had  attained  measurable  size.  Their  nuclei  are  located  a 
short  distance  below  the  running  surface  of  the  head,  and  verti- 
cally over  the  web  or  on  the  gauge  side  of  the  head.  From  the 
nuclei  they  commonly  extend  toward  the  gauge  side  of  the  head, 
forming  oval-shaped  interior  fractured  surfaces.  Rails  with  un- 
discovered transverse  fissures  in  them  have  remained  in  the 
track  until  practically  the  entire  cross  section  of  the  head  has 
been  separated. 

Fissures  having  an  area  of  3-1/3  square  inches  have  been  found 
in  100-pound  rails,  rails  which  were  the  product  of  different 
mills.  Traffic  was  carried  by  rails  in  that  state  in  which  the 
intact  portions  consisted  only  of  the  web  and  base,  the  metal  of 
the  head  remaining  lightly  attached  only  at  the  corners.  In  such 
cases  the  danger  of  short  pieces  becoming  detached  and  destroy- 
ing the  continuity  of  the  track  is  very  great. 

This  type  of  fracture  is  particularly  disquieting  since  the 
presence  of  transverse  fissures  does  not  admit  of  discovery  in 
the  track  until  they  have  reached  an  advanced  stage,  not  until 
they  have  actually  reached  the  surface  of  the  head  or  approached 
so  closely  to  it  that  rust  lines  appear  on  the  rail  in  damp 
weather. 

Transverse  fissures  appear  to  develop  most  frequently  in 
hard  rails,  and  under  the  effect  of  high  wheel  pressures.  This  is 
a  general  statement  of  the  case,  although  they  are  not  confined 
to  rails  of  any  particular  chemical  composition,  nor  do  they 
appear  after  any  particular  length  of  time  in  the  track.  They 
have  been  found  in  rails  in  carbon  as  low  as  .52  and  after  17 
years  in  the  track,  also  in  those  having  a  carbon  content  above 
the  saturation  point,  .85,  after  a  few  months  in  the  track.  Rails 
of  exceptional  hardness  have,  within  a  few  months,  developed 
transverse  fissures  in  large  numbers. 

A  transverse  fissure  is  a  modified  type  of  a  detailed  or  pro- 
gressive fracture,  resulting  from  repeated  alternate  stresses. 
Its  peculiarity  consists  in  that  the  initial  place  of  rupture  is  not 
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located  at  the  surface  of  the  rail,  where  the  bending  stresses  reach 
their  maximum.  The  fracture  starts  as  an  interior  one,  forced  to 
develop  below  the  running  surface  of  the  head  by  the  cold  roll- 
in  £>•  action  of  the  wheels  on  the  surface  metal,  and  located  on  the 

~  / 

gauge  side  where  the  wheel  effects  are  greatest.  Kails  which  have 
been  experimentally  fractured  by  bending  stresses  alone,  in  efforts 
to  develop  transverse  fissures  without  the  combined  effect  of 
wheel  pressures  and  bending  stresses,  have  ruptured  in  the  man- 
ner common  to  girder  tests,  by  fissures  starting  at  the  surface  of 
the  head. 

A  general  development  of  minute  fissures  has  been  noticed  in 
experimental  bars  ruptured  by  repeated  stresses.  The  same  has 
been  found  in  rails.  It  seems  clear  that  we  are  considering  the 
same  classes  of  phenomena  in  each  of  these  cases.  Structural 
defects  do  not  necessarily  accompany  the  rupture  of  steels  under 
repeated  stresses.  The  controlling  features  are  the  maximum 
stresses  and  the  total  number  of  repetitions. 

Steel  made  under  current  specifications  for  100-pound  rails 
has  shown  an  endurance  of  nearly  one  million  repetitions  of 
40,000  Ibs.  per  square  inch  fibre  stress  before  rupture.  This  is 
taken  to  indicate  that  the  equivalent  of  this  stress  has  been  ex- 
ceeded in  the  track  in  those  rails  of  similar  composition  which 
have  developed  transverse  fissures.  Transverse  fissures  have  not 
been  found  in  other  classes  of  material,  and  in  rails  only  after 
they  have  been  in  service.  Longitudinal  shearing  fractures 
frequently  accompany  transverse  fissures. 

Tires,  being  the  counterpart  of  rails,  are  subjected  to  service 
stresses  of  a  similar  kind. 

Transverse  fissures  have  been  reported  in  them  but  seem  of  in- 
frequent occurrence. 

The  slipping  of  driving  wheels,  when  starting  a  train,  causes 
"wheel  burns,"  so-called,  wrhich  result  in  the  formation  of  fissures 
in  the  head  of  the  rail.  The  intensely  heated  metal  of  the  running 
surface,  heated  by  the  friction  of  the  wheels,  is  cooled  by  con- 
ductivity of  the  cold  metal  below  the  surface.  This  cooling  takes 
place  with  sufficient  suddenness  to  harden  the  surface  metal  and 
crack  the  steel.  Such  cracks  may  extend  downward  and 
eventually  cause  a  square  break  in  the  rail.  Although  such 
fractures  are  in  part  transverse  in  their  direction,  they  will  not 
be  mistaken  for  transverse  fissures  of  the  interior  type. 

Another  common  type  of  failure  remains  to  be  considered 
namely,  bolt  hole  fractures.    These  fractures  occur  near  the  ends 
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of  the  rails,  following  an  oblique  course  and  extending  each  way 
from  a  bolt  hole.  The  origins  of  such  fractures  are  at  the  sides 
of  the  holes.  There  is  seldom  any  display  of  enlargement  in  the 
diameter  of  the  bolt  hole  in  rails  which  fail  in  the  track  in 
this  manner.  The  fractures  are  of  a  brittle  order.  The  sides 
of  the  hole  may  have  been  battered,  a  precursor  to  the  event,  but 
not  attended  with  further  distortion  at  the  time  of  fracture.  In 
a,  test  for  ductility  by  the  use  of  conical  drift  pins  driven  through 
them,  bolt  holes  in  both  old  and  new  rails  admit  of  considerable 
•enlargement.  Herein  is  presented  another  illustration  of  the  dif- 
ference commonly  noticed  in  the  behavior  of  steel  under  service 
conditions  and  in  experimental  demonstrations  of  its  properties. 

It  is  important  to  ascertain  why  bolt  hole  fractures  occur 
in  service.  If  due  to  longitudinal  shear,  they  would  be  expected 
to  follow  a  course  along  the  web,  parallel  to  the  length  of  the 
rail.  The  fractures,  however,  take  an  oblique  course,  dipping 
toward  or  from  the  end  of  the  rail,  some  at  the  first  hole,  some 
at  the  second.  It  seems  probable  that  repeated  hammering  of 
the  web  of  the  rail  against  the  sides  of  the  track  bolt  may  lead 
to  such  fractures.  In  order  to  have  such  action  take  place  the 
clearance  in.  the  web  around  the  bolt  must  first  be  exhausted. 
The  construction  of  a  joint  is  such  that  a  difference  in  the 
creeping  of  adjacent  rails  must  occur  in  order  to  exhaust  the 
clearance  in  the  bolt  hole  and  permit  the  web  of  the  rail  to  come 
into  contact  with  the  sides  of  the  bolt.  But  this  loss  in  clearance 
frequently  occurs,  as  inspection  shows,  and  the  bodies  of  bolts  are 
found  bent  and  partially  sheared. 

The  incipient  place  of  rupture  attracts  attention  to  the  con- 
dition which  prevails  in  that  part  of  the  rail,  for  an  explanation 
of  the  failure.  In  this  case  attention  centers  upon  the  hammering 
of  the  sides  of  the  bolt  by  the  web  of  the  rail  as  a  probable  cause 
of  rupture. 

Web  failures  due  to  exceptional  causes  have  occurred.  Dog 
marks  of  the  holder  carrying  the  heat  numbers  at  the  rail  mill 
have  led  to  a  split  web  in  the  rail  in  the  track,  although  the 
marks  were  located  very  near  the  neutral  axis  of  the  rail. 
Letters  indicating  that  the  rail  was  an  alloy  steel  also  have 
located  the  initial  point  of  rupture  when  making  a  drop  test  of 
the  rail.  These  marks,  although  intentionally  made,  are  defects-. 
They  assume  importance  in  inducing  fractures  according  to  the 
grade  of  the  steel  in  the  rail  on  which  they  are  stamped.  Slight 
defects  are  sufficient  to  induce  fractures  in  hard  steels,  a  fact, 
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which  should  not  be  overlooked  in  prescribing  the  grade  of  steel 
for  a  safe  rail. 

Other  failures  have  been  attributed  to  slight  causes,  such,  for 
example,  as  spike  maul  blows  on  the  web,  made  in  driving  over 
the  rail  to  proper  gauge  of  the  track.  Steels  which  are  susceptible 
to  fracture  from  such  ordinary  causes  would  seem  too  brittle  to 
be  recommended  for  the  track. 

In  regard  to  the  time  of  the  year  when  rail  fractures  are  most 
common :  They  are  not  distributed  evenly  over  the  different 
calendar  months.  January,  February  and  March  are  months  dur- 
ing which  the  large  number  of  broken  rails  occur,  while  June, 
July  and  August  are  months  in  which  there  are  relatively  few 
failures.  There  is,  however,  a  progressive  increase,  month  by 
month,  from  midsummer,  before  the  advent  of  cold  weather, 
eventually  reaching  a  maximum  in  the  month  of  February  or 
about  that  time. 

The  total  number  of  rail  failures  which  occurred  in  the  state 
of  New  York  for  the  five  fiscal  years,  ending  June  30,  1914,  as 
reported  to  the  New  York  Public  Service  Commission,  was  19,613. 
During  this  period  the  largest  number  of  failures  for  any  one 
month  occurred  in  February,  1912,  a  year  of  exceptional  failures, 
in  which  there  were  in  that  state  a  total  of  1,468  failures,  or  an 
average  of  52  per  day.  In  the  month  of  February  of  the  present 
year  only  one  half  the  above  numbers  failed,  734  rails,  or  26  rails 
per  day.  Nevertheless,  the  latter  is  a  considerable  number.  In 
June  last  there  were  111  failures,  or  less  than  4  per  day.  The 
aggregate  number  of  failures  according  to  months,  during  the  last 
iive  years  were  as  follows : 

July    , 624 

August     710 

Septeimber    926 

October 1,310 

November    1,620 

December    1,790 

January    3,081 

February    3,631 

March    3,150 

April    1,474 

May 716 

June 581 

Total  19.613 
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The  exceptional  number  of  failures  in  the  first  three  mouths 
of  the  calendar  year  1912,  in  which  there  were  3,924  rail  breakages 
reported,  modifies  somewhat  the  relative  standing  of  the  different 
months.  A  larger  number  in  particular  were  charged  against  the 
month  of  January  than  normal,  otherwise  the  above  figures  state 
usual  results. 

The  number  of  broken  rails,  .taken  month  by  month,  for  the 
different  railroads  are  shown  in  the  table  which  next  follows, 
omitting  those  from  the  list  which  reported  no  broken  rails  for 
the  year: 
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The  period  of  the  year  in  which  the  majority  of  rails  fail  is  well 
established  by  observation  and  statistics.  It  is  not  clear,  however, 
by  what  stages  such  a  result  is  reached. 

Steels  of  all  grades,  from  soft  to  hard,  are  stronger  at  low 
atmospheric  temperatures  than  when  at  summer  heat.  As  the 
temperature  drops  from  100°  F.  to  zero,  there  is  a  gain  of  a 
few  thousand  pounds  per  square  inch  in  tensile  strength,  and 
about  the  same  gain  in  the  elastic  limit.  The  modulus  of  elasticity 
is  probably  a  little  higher  also  at  zero  temperature,  but  not  show- 
ing sufficient  difference  to  materially  modify  the  behavior  of  the 
rail.  Over  this  range  in  temperature  values  of  the  elongation  and 
contraction  of  area  do  not  show  any  decided  change.  These 
statements  are  based  upon  laboratory  tests  of  the  steel.  The 
slight  changes  in  physical  properties  known  to  attend  differences 
in  temperature  do  not  in  themselves  account  for  the  wide  dif- 
ferences observed  in  rails  in  summer  and  winter.  In  fact,  they 
are  not  in  the  right  direction  to  afford  an  explanation. 

Track  maintenance  is  more  difficult  in  the  winter  and  not  un- 
likely the  severity  of  the  stresses  in  the  rail  is  then  greater  than 
at  other  .seasons  of  the  year;  not  from  frozen  ballast  as  such, 
which  gives  a  very  good  account  of  itself  under  critical  test  as  to 
its  supporting  power,  but  from  causes  now  obscure  which  affect 
the  distribution  of  the  stresses  in  the  rails.  It  would  be  con- 
jectural to  undertake  an  explanation  of  the  phenomena  of  broken 
rails  incident  to  winter  conditions  in  the  light  of  present  data. 
Exact  information  is  wanting  on  the  subject  which  track  obser- 
vations and  direct  measurements  offer  the  promise  of  supplying. 
The  facts  remain,  however,  that  a  great  preponderance  of  rail 
failures  occurs  in  the  latter  part  of  the  winter,  and  they  are  be- 
lieved to  be  in  consequence  of  greater  stresses  in  the  rails  at  that 
time,  due  to  track  conditions. 

The  severity  of  winter  conditions  is  probably  an  accelerating 
influence,  causing  rails  to  break  earlier  than  would  naturally 
take  place.  Independent  of  improved  roadbed  conditions  which 
are  reached  later  in  the  season,  a  reduction  in  the  number  of 
rail  failures  should  naturally  succeed  a  period  of  temporarily 
increased  stresses.  Early  summer  failures  on  this  account  might 
be  expected  to  show  a  diminution  in  numbers,  as  the  records 
show. 

As  previously  mentioned  an  increase  in  the  number  of  failures 
sets  in  long  before  winter  conditions  are  again  encountered.  The 
months  of  September,  October  and  November,  in  succession,  each 
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show  a  gradual  rate  of  increase,  as  shown  in  the  New  York 
statistics. 

The  greater  intensity  of  winter  stresses  may  start  some 
fractures  in  rails  which  would  otherwise  resist  ordinary  stresses, 
and  even  might  not  break  at  all.  The  normal  rate  of  failure 
would,  consequently,  be  a  little  below  the  present  mean  rate,  per 
month. 

Certain  types  of  failures  are  looked  upon  as  progressive.  They 
are  not  fully  developed  in  any  month  or  year  in  the  life  of  a  rail, 
but  depend  upon  the  number  of  maximum  stresses  which  operat- 
ing conditions  chance  to  bring  upon  the  rails  at  given  places  on 
their  lengths.  If  rails  fail  by  reason  of  the  development  of  pro- 
gressive fractures,  as  the  evidence  seems  to  show,  there  should 
be  a  confirmation  of  this  fact  in  the  failures  extending  over  a 
term  of  years.  The  data  available  seem  to  substantiate  this  in- 
ference. 

Rails  which  fail  in  the  track  are  not  all  culled  out,  by  recog- 
nized causes  of  elimination,  during  the  early  periods  in  which 
they  are  in  service.  A  group  of  121  rails,  all  of  which  were  100- 
pound  sections,  and  which  were  removed  from  the  track  in  the 
first  three  months  of  the  present  year,  showed  the  larger  num- 
ber of  these  rails  were  three  or  four  years  old  when  they  failed. 

The  number  of  rails  of  each  year's  rolling,  in  this  group,  were 
as  follows : 

Year  1909         1910         1911         1912         1913. 

Number  of  rails  17  38  37  21  8 

The  tonnage  of  each  year's  rolling  represented  in  the  above 
failed  rails  is  not  known,  but  it  has  been  the  experience  of  a 
number  of  roads  that  the  maximum  number  of  failures  occurs 
when  the  rails  have  been  from  three  to  four  years  in  the  track. 

The  presence  of  certain  inherent  defects  in  rails  is  assumed, 
and  also  that  a  fairly  uniform  annual  amount  of  work  will  be 
done  by  the  rails  in  a  given  section  of  track.  If  the  defects  in 
the  steel  were  fewer  in  number,  or  less  pronounced  in  extent,  the 
number  of  failures  should  be  less.  On  the  other  hand,  if  wheel 
loads  were  lower  and  trains  run  at  lower  speeds',  there  would  also 
be  a  smaller  number  of  failures  expected.  If  the  wheel  loads  were 
sufficiently  low,  many  of  the  defective  rails  would  not  yield  at  all 
under  traffic  conditions,  and  the  presence  of  their  defects  could 
be  ignored.  Conversely  defective  steel  and  severe  track  con- 
ditions increase  the  number  of  broken  rails. 
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Current  inquiry  seems  directed  toward  the  question,  how  far 
does  the  ultimate  strength  and  endurance  of  the  rail  admit  of 
being  raised,  and  if  raised  can  it  be  followed  by  utilizing  every 
part  of  such  gain  in  the  service  of  the  rail.  The  desire  to  retain 
a  conservative  factor  of  safety  is  not  conspicuously  in  evidence. 
The  struggle  for  stronger  and  more  durable  rails  is  coming  more 
and  more  to  resemble  the  projectile  and  armor  plate  struggle  for 
ascendency  without  the  elements"  of  necessity  being  present  which 
actuate  in  the  latter  case. 

The  ability  to  obtain  stronger  rails  has  been  followed  by  the 
introduction  of  heavier  and  faster  trains.  While  it  has  not  been 
demonstrated  that  rails  have  reached  their  limit  in  strength  or 
endurance,  sections  and  weights  to  successfully  resist  greater 
stresses  may  be  found  impracticable,  or  beyond  limits  which  will 
soon  be  reached. 

The  barrenness  of  relevant  data  on  failed  rails  is  one  of  the 
conspicuous  features  in  the  present  rail  situation.  Little  can 
be  said  of  a.  positive  nature  upon  questions  of  the  most  vital 
importance.  The  information  needed  comprises  an  accurate 
description  of  the  fracture,  a  statement  of  the  condition  of  the 
rail  in  respect  to  wear,  its  position  with  reference  to  grades, 
curves,  proximity  to  stations,  approaching  or  leaving  the  same, 
number  of  ties  and  kind,  character  of  the  roadbed  at  the  time 
of  and  preceding  the  failure  of  the  rail,  ballast  and  kind,  time  of 
the  year,  number  of  engines  and  types  which  have  passed  over  the 
rail  and  at  what  speeds.  Most  of  these  details  are  indispensable 
for  trustworthy  conclusions  to  be  arrived  at. 

In  the  order  of  importance,  information  derived  from  the  exam- 
ination of  the  fractured  rail  ends  ranks  foremost.  Steel  surfaces 
tell  the  story  of  their  fracture,  in  essential  details,  with  impartial 
and  unfailing  accuracy. 

The  interpretation  of  the  evidence  presented  by  the  fractured 
surfaces  should  not  be  entrusted  to  those  whose  qualifications  are 
distinctively  of  another  order  and  whose  duties  do  not  call  for 
knowledge  of  this  kind  in  any  degree.  So  far  as  may  be  seen 
there  are  but  few  of  the  present  mooted  points  which  do  not 
admit  of  being  clarified,  and  which  might  have  been  accomplished 
at  a  somewhat  earlier  period  had  they  been  approached  in  a 
suitable  manner. 

Concerning  roadbed  conditions,  they  exert  an  influence  on  the 
fibre  stresses  of  rails  in  the  track.  The  ties,  ballast,  and  sub- 
grade  each  have  a  modifying  influence,  but  are  so  indefinable  in 
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their  action  that  exact  knowledge  of  stresses  in  the  track  must 
coine  from  direct  measurement  of  the  strains  or  deformations 
which  the  loads  cause. 

Loads  have  increased  until  30,000  Ibs.  on  a  wheel  is  not  un- 
common. This  load  is  exceeded  by  the  drivers  of  engines  of  recent 
construction,  and  on  modern  ore  carrying  freight  cars,  the  load 
frequently  exceeds  20,000  pounds.  The  concentrated  loads  on  the 
road  way,  covered  by  the  wheel  bases  of  the  engines,  show  a  de- 
cided increase  over  former  periods. 

Mr.  S.  M.  Vauclain,  Vice-President  of  the  Baldwin  Locomotive 
Works,  in  the  Journal  of  the  Franklin  Institute,  remarks: 

"The  size  of  the  locomotives  on  the  Santa  Fe  in  1910  was  between  50  and  75% 
greater  than  in  1900,  measured  in  tractive  power." 

Loads  exceeding  450,000  pounds  are  carried  within  the  length 
of  the  wheel  base  of  a  Mallet  Articulated  Compound  locomotive. 
This  great  concentration  of  load  depresses  the  track,  the  roadbed 
in  its  vicinity,  and  to  a  measurable  extent  a  surrounding  zone  of 
the  right  of  way. 

The  roadbed  displays  elastic  properties  and  the  undulations 
and  wave  motions  of  the  rails  are  reproduced  in  the  ballast.  The 
depression  is  greater  or  less  according  to  the  weight  of  the  cars. 
So  sensitive  is  the  roadbed  in  its  response  to  changes  of  weight 
that  the  relative  weights  of  different  cars  are  indicated  by  cor- 
responding differences  in  the  amount  of  depression,  or  in  the 
change  in  slope  of  the  surface  of  the  surrounding  ground.  The 
zone  of  depression  is  measurable  at  a  distance  of  30  feet  from 
the  track,  even  with  comparatively  light  trains. 

It  follows  also  that  an  unstable  support,  as  ballast  must  be 
regarded,  will  not  always  return  to  the  same  place  after  the  pass- 
ing of  a  train.  In  addition  to  the  elastic  depression  and  recovery 
some  permanent  displacement  of  the  material  will  take  place,  and 
in  so  doing  effect  a  change  in  the  supporting  value  at  different 
ties.  Original  differences,  due  to  unequal  tamping  and  size  of 
tie,  are  subject  to  changes  under  traffic,  and  such  influences  being 
communicated  to  the  rail  affect  the  stresses. 

Constant  or  uniform  reaction  of  the  ties  is  therefore  not  to  be 
expected,  strictly  considered,  and,  as  a  corollary,  variations  in  the 
fibre  stresses  in  the  rail  at  different  parts  of  its  length  would  be 
looked  for  as  well  as  different  stresses  at  the  same  place  on  dif- 
ferent occasions. 

Considerations  of  this  kind,  with  other  variables,  which  are 
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present,  explain  why  fractures  are  not  developed  with  regularity 
in  the  track,  neither  in  respect  to  time  nor  type. 

The  compressibility  of  the  ballast  and  sub-grade  is  not  prevent- 
able, but  different  kinds  of  ballast  have  different  rates  of  com- 
pressibility. The  order  of  compressibility,  measured  by  the  de- 
pression of  the  track  under  the  weight  of  engines,  has  been  ob- 
served as  follows:  cinder,  stone  .and  gravel.  Frozen  gravel  ballast 
was  the  least  compressible  of  any  observed. 

The  question  of  the  necessary  depth  of  ballast  required  to 
attain  a  fairly  uniform  distribution  of  load  over  the  sub-grade 
has  been  before  a  committee  of  the  American  Railway  Engineering 
Association,  and  a  plan  has  been  proposed  for  its  experimental 
demonstration.  In  this  connection  the  actual  compressibility 
of  the  ballast  and  the  material  of  the  sub-grade  is  an  important 
consideration.  The  advantage  of  more  or  less  depth  of  ballast 
would  in  a  measure  depend  upon  those  relations,  provided  greater 
track  rigidity  is  the  object  sought.  The  rails  are  called  upon 
to  perform  the  function  of  distributing  the  load  over  several  ties, 
and  the  greater  degree  of  rigidity  attained  the  less,  necessarily, 
would  be  the  loss  in  mechanical  work  which  is  absorbed  in  de- 
pressing the  track. 

Concerning  the  relief  experienced  by  the  rails  through  in- 
creased rigidity  of  the  roadbed,  some  earlier  data  are  available, 
found  in  the  report  Tests  of  Metal,  1895,  extracts  from  which  are 
as  follows : 

"The  lightest  section  of  rail  examined,  60  pounds  per  yard,  resting  on  ties  or* 
gravel  ballast,  gave  exceptionally  low  fibre  stresses,  and  it  will  be  seen  that  this 
rail  was  depressed  a  correspondingly  small  amount. 

"Concerning  the  relation  between  the  fibre  stresses  developed  and  the  total' 
depression  of  the  rail,  the  evidence  generally  favors  the  deduction  that  diminished 
depression  will  be  accompanied  by  diminished  fibre  stress.  *  *  * 

"The  depression  of  the  rails  in  frozen  gravel  ballast,  in  which  there  was  no  visible 
movement  of  the  ties,  would  seem  to  represent  about  the  attainable  limit  of  rigidity 
in  track  on  wooden  ties." 

The  stresses  referred  to  in  the  above  quotation  were  the 
longitudinal  stresses  displayed  by  the  rail  taken  as  a  girder. 

The  marked  differences  in  compressibility  shown  by  different 
kinds  of  ballast  in  these  results  of  1895,  observed  on  the  Pennsyl- 
vania and  Boston  &  Albany  Railroads,  and  those  of  an  earlier 
year  on  the  Chicago,  Burlington  &  Quincy  Railroad  suggest  the- 
need  of  further  study  of  the  effects  of  different  kinds  of  ballast  as- 
well  as  depths  of  the  same. 

In  judging  of  the  severity  of  the  bending  stresses,  caused  by 
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different  wheel  loads,  it  is  necessary  to  consider  not  only  the 
maximum  loads  involved,  but  the  disposition  of  the  wheels, 
whether  the  most  heavily  loaded  wheels  are  preceded  and  fol- 
lowed by  others  carrying  less  weight.  The  first  and  last  wheels 
of  a  locomotive,  as  shown  in  the  track  experiments  above  referred 
to,  caused  greater  fibre  stresses  per  ton  of  wheel  load  than  the 
drivers  and  other  intermediate  wheels. 

The  highest  wheel  load  in  those  earlier  tests  was  24,250  pounds, 
while  the  combined  weight  of  the  engine  and  tender  was  only 
222,500  pounds, — light  equipment  compared  with  that  of  the 
present  time.  The  fibre  stress  in  the  base  of  a  100-pound  rail 
caused  by  the  driver  of  an  engine  about  10  per  cent,  lighter  than 
the  above,  was  18,970  pounds  per  square  inch.  The  stress  per 
ton  under  this  driver  was  1,732  pounds  per  square  inch  against 
2,122  pounds  per  square  inch  for  the  first  pilot  wheel.  One  tie 
was  removed  at  the  time  these  observations  were  made. 

In  another  observation  the  stress  per  ton  wheel  load  on  a  splice 
bar,  caused  by  a  driver,  was  2,022  pounds  per  square  inch  against 
2,786  pounds  per  square  inch  for  the  first  pilot  wheel. 

These  examples  are  sufficient  to  illustrate  the  need  of  consider- 
ing the  disposition  of  the  loads  on  the  rails,  as  well  as  the  loads 
themselves,  in  judging  of  the  severity  of  the  bending  stresses. 
Hence  it  would  appear  that  switching  engines,  with  loads  wholly 
on  drivers,  would  strain  the  rails  relatively  more  than  road 
engines  having  pony  trucks.  Also  that  certain  Mallets  in  service, 
of  454,000  pounds  total  weight,  with  28,300  pounds  per  wheel,  of 
the  0-8-8-0  type,  by  reason  of  the  absence  of  a  pony  truck,  would 
be  unduly  severe  on  the  rails  as  regards  bending  stresses. 

Under  high  speeds  the  behavior  of  the  ballast  may  be  unlike 
its  action  under  static  loads.  It  has  been  inferred  from  a  chance 
observation  that  the  passing  of  a.  short  train  at  high  speed  pro- 
duced an  effect  on  the  roadbed  similar  to  a  blow  on  other  elastic 
substances,  that  is, — the  observation  seemed  to  show  a  perceptible 
rebound  to  a  higher  position,  followed  by  a  gradual  subsidence  to 
its  normal  level. 

The  results  pertaining  to  a  rail  on  a  bridge,  are  reported  in 
Tests  of  Metals  1895.  A  70-pound  rail,  on  oak  ties,  the  ties  resting 
on  stringers,  and  all  being  carried  on  a  trussed  deck  bridge,  showed 
substantially  the  same  fibre  stresses  which  a  rail  of  the  same 
weight  displayed  when  the  ties  rested  on  gravel  ballast.  The 
maximum  observed  stress  under  a  driver  was  IS, 180  pounds  per 
square  inch  tension  on  the  base  of  the  rail.  The  weight  on  the 
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driver  was  21,750  pounds.  The  above  examples  are  types  of 
tests  which,  after  the  lapse  of  20  years,  are  now  to  be  renewed 
by  the  Committee  organized  by  the  American  Society  of  Civil 
Engineers  and  the  United  States  Steel  Corporation. 

The  fibre  stresses  referred  to  in  the  tests  above  mentioned  were 
observed  under  static  conditions  of  loading.  There  will  be  a 
modification  in  their  values  at  .other  times.  In  starting  a  train 
there  is  some  change  in  the  distribution  of  load  on  the  different 
wheels  of  the  engine.  The  tractive  force  tends  to  overturn  the 
engine,  taking  off  a  part  of  the  load  from  the  leading  truck  and 
increasing  the  load  011  the  rear  wheels.  As  speed  is  acquired  by 
the  engine  the  effect  of  the  counterweight  on  the  drivers  is  to 
cause  an  alternate  increase  and  decrease  of  the  wheel  load  with 
each  rotation  of  the  driver.  The  counterweight,  used  to  balance 
reciprocating  parts,  introduces  unbalanced  vertical  forces.  This 
unbalanced  force  is  the  dynamic  augment  previously  referred  to 
-and  at  high  speeds  becomes  a  pronounced  factor  in  respect  to  its 
•effects  in  the  rails. 

Mr.  Gibbs,  previously  quoted,  further  remarked  in  the  Trans- 
actions of  the  American  Society  of  Mechanical  Engineers: 

"While  customary  to  compare  the  severity  of  different  locomotives  by  static 
weight,  the  real  figure  was  the  working  weight,  (a)  static  weight;  (b)  and  dynamic 
augment.  That  the  development  of  certain  peculiar  forms  of  rail  failures  within 
the  past  two  or  three  years  had  attracted  much  attention  to  the  possible  maximum 
pressure  which  could  be  permitted  between  the  wheel  and  the  rail." 

It  is  probable  that  Mr.  Gibbs  referred  to  transverse  fissures 
in  his  reference  to  "certain  peculiar  forms  of  rail  failures." 

It  is  reported  that  the  speed  curve  of  a  Beading  locomotive,  on 
a  run  made  in  or  about  the  month  of  March,  1912,  recorded  a 
maximum  speed  of  85.7  miles  per  hour.  Taking  the  static  wheel 
load  at  30,000  pounds,  and  assuming  a  low  value  for  the  dynamic 
augment,  the  pressure  would,  according  to  computation,  be  in- 
creased some  20,000  pounds.  That  is,  when  the  counterweight 
was  clown  the  wheel  pressure  would  be  50,000  pounds  on  the  rail. 
"When  up  the  pressure  would  be  correspondingly  decreased.  Dur- 
ing half  a  rotation,  the  load  on  the  rail  according  to  the  assumed 
data,  would  change  from  10,000  Ibs.  to  50,000  Ibs.  The  above 
represents  a  speed  of  125.7  feet  per  second;  therefore,  an  80" 
driver  would  make  half  a  rotation  in  about  1/12  of  a  second. 
Within  an  interval  of  one  second  of  time,  four  rail  joints  would 
be  passed  over.  Tho  intensity  of  the  stresses  involved  and  the 
rapidity  with  which  they  are  reversed  at  these  high  speeds  are 
matters  of  much  concern. 
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The  elastic  limits  of  rails  have  often  been  exceeded  by  these 
excessive  loads  from  engines  driven  at  high  rates  of  speed,  and 
permanent  depressions  made  in  the  rails  at  regular  intervals, 
corresponding  in  distances  apart  to  the  circumference  of  the 
drivers. 

The  damage  done  to  track  by  flat  wheels  is  well  known,  which 
is  still  further  indicative  of  the  slender  margin  existing  in  track 
between  ordinary  work  stresses  and  overstraining  loads.  The 
lurching  of  cars  intensifies  the  wheel  loads,  measurements  having 
shown  an  increase  of  some  64%  above  the  loads  on  the  wheels 
when  at  rest. 

The  question,  what  constitutes  a  safe  load  for  steel  rails,  for 
longitudinal  stresses  is  one  of  deep  interest.  Tests  on  repeated 
alternate  stresses  have  shown  steel  to  be  practically  indestruct- 
ible under  loads  up  to  40,000  Ibs.  per  square  incn.  These  results 
refer  to  selected  material  having  a  high  limit  of  endurance.  It 
would  not  be  justifiable  to  assume  that  rails  could  continuously 
be  strained  to  this  limit  with  safety.  They  are,  however,  believed 
to  be  stressed  up  to  this  limit  and  even  higher  by  occasional 
loads. 

A  feature  often  overlooked  is  the  difference  in  behavior  of  rails 
exposed  to.  occasional  bending  stresses  of  high  degree,  and  those 
exposed  to  frequent  and  long  continued  strains  of  much  less  ex- 
tent. The  ductility  of  a  new  rail  may  be  very  great,  and  capable 
of  bending  through  a  considerable  angle  without  fracture,  yet 
the  same  rail  will  fracture  in  an  exceedingly  brittle  manner  after 
long  repeated  stresses,  none  of  which  cause  appreciable  permanent 
sets.  This  peculiarity  of  steels,  whatever  may  be  their  original 
properties,  is  referred  to  by  M.  C.  Fremont  in  an  article  in  Le 
Genie  Civil,  Paris,  who  says: 

"In  France  in  cases  of  derailment  the  rails  have  been  bent  and  twisted  out  of 
shape  without  breaking,  and  yet  those  rails  which  have  broken  in  service  never 
show  any  deformation  in  the  fracture." 

M.  Fremont  discriminates  between  two  kinds  of  brittleness  in 
which,  on  the  one  hand,  it  is  a  case  of  initial  brittleness,  inherent 
in  the  metal,  and,  in  the  other  case,  metal  which  has  been  em- 
brittled through  service  conditions.  That  is,  material  originally 
tough  becomes  brittle  "after  several  years  of  use,  due,  it  would 
appear,  to  the  hardening  effect  of  the  pressure  caused  by  the 
wheels." 

Examples  of  rails  which  have  been  bent  through  a  maximum 
angle  of  3°  are  found  in  the  hinge  rails  of  the  float  bridges 
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of  the  Central  Railroad  of  New  Jersey  at  Commimipaw.. 
These  bridges,  at  their  shore  ends,  are  provided  with  90-pound, 
rails  which,  about  the  middle  of  their  lengths,  span  the  hinge 
joint  of  the  bridges.  The  rails  bend  with  each  change  of  tide. 
If  the  bridges  chance  to  be  used  at  each  period  of  slack  water,, 
at  full  and  ebb  tides,  the  rails  would  therefore  be  bent  through., 
an  angle  of  3  degrees  at  intervals  of  about  six  hours  each.  What- 
ever may  have  been  the  actual  number  of  times  bent  through  the 
maximum  angle,  the  rails  have  retained  their  position  for  a  term 
of  4  years  without  fracture.  These  examples  illustrate  the  re- 
sistance of  the  rail  steel  in  enduring  a  limited  number  of  bend- 
ing stresses  through  a  considerable  angle,  whereas  a  greater 
number  of  repetitions  through  a  much  smaller  angle  would  ulti- 
mately cause  the  fracture  of  the  rails.  Rails  from  four  mills 
are  represented  in  these  hinges.  Those  from  the  Bethlehem 
Steel  Company  are  chiefly  used,  with  others  from  the  Cambria,. 
Lackawanna  and  Maryland  Steel  Companies. 

Diversity  of  opinion  prevails  in  regard  to  the  details  of  rail 
design.  The  dimensions  recommended  by  the  American  Society 
of  Civil  Engineers  were  chiefly  used  for  a  time  succeeding  their 
promulgation.  In  current  types  of  100-pound  rails  a  number  of 
changes  have  been  made,  but  without  having  brought  about  any 
material  reduction  in  the  number  of  rails  which  fail  in  the  track. 

The  following  table  shows  the  dimensions  of  the  principal  types 
of  100-pound  rails  in  current  use,  to  which  are  added  the  dimen- 
sions of  two  rails  of  heavier  section.  One  of  the  latter  is  the 
new  125-pound  rail  proposed  for  the  Pennsylvania  Railroad;  the 
other  a  rail  of  135-pounds  weight  which  is  in  use  on  the  Central 
Railroad  of  New  Jersey: 
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A  rail  of  modified  shape  of  head,  "The  Frictionless  Rail/'  so- 
called,  has  recently  been  put  into  service.  The  rail  is  intended 
for  use  on  curves,  the  inside  rail,  for  the  purpose  as  explained 
of  preventing  "the  usual  excessive  thrust  against  the  outside 
rail  when  a  train  passes  around  the  curve."  Kails  of  this  type 
are  in  use  in  track  of  different  degrees  of  curvature,  ranging 
from  4l/-i  to  Ifi1/*0?  where  they -have  been  in  service  periods  from 
one  to  three  years.  As  described  by  Mr.  F.  A.  Barbey : 

''Its  proportions  are  designed  from  the  standard  rail  with  which  it  is  used  as 
companion.  The  head  is  narrower  and  deeper  than  that  of  the  standard  rail;  the 
web  and  base  are  preferably  the  same  as  those  of  the  standard  rail.  Frictionless 
Rail  is  laid  to  the  customary  gauge  for  curves  in  accordance  with  standard  practice* 
The  specifications  of  composition  and  quality  are  the  same  as  those  of  ordinary 
rails  of  the  railroad  company. 

"By  decreasing  the  impinging  action  of  the  outer  wheel  flanges  of  a  locomotive 
or  car  against  the  high  rail  of  a  curve,  the  truck  receives  far  less  strains  and 
accommodates  itself  to  the  curves  more  easily,  and  rail  and  track  wear  is  reduced. 

"The  action  from  Frictionless  Rail  we  believe  to  be  due  to  the  shorter  line  con- 
tact of  inside  wheels  and  Frictionless  Rail  as  compared  with  the  outside  wheels 
and  standard  rail.  This  shorter  line  contact  allows  the  necessary  slip  to  occur  at 
the  inside  rail  rather  than  the  outside  one,  and  allows  the  trucks  to  right  themselves 
more  readily.  Such  slip  must  occur  somewhere  on  the  curve  because  of  the  greater 
distance  the  outer  wheel  travels  as  compared  with  the  inner  wheel  with  both 
attached  to  the  axle.  Allowing  slip  on  the  inner  rail,  permits  lateral  movement 
across  this  rail,  and  thereby  releases  the  pressure  against  the  outer  rail  by  the  outer 
wheel  flanges." 

Cross  sections  of  "frictionless  rails"  as  companion  rails  for 
standard  sections  of  85,  90  and  100  pounds  weight  are  uniformly 
made  with  7/16"  radii  of  corners  of  head,  width  of  head  at  top 
1%",  and  slope  of  sides  16  to  1.  It  is  asserted  that  less  tractive 
power  is  required  to  take  trains  around  curves  with  this  type  of 
rail  as  the  inside  rail  of  the  track  than  with  standard  sections 
and  also  that  less  flange  wear  occurs  on  the  outer  rail. 

Mr.  J.  P.  Snow,  Consulting  Engineer,  in  commenting  upon 
this  rail,  says: 

"Altogether,  I  am  convinced  that  there  is  great  value  in  it." 

Features  in  the  designs  of  rails  first  to  attract  attention  are 
naturally  those  which  give  promise  of  strengthening  the  rails 
against  their  most  common  types  of  failure.  This  would  lead, 
among  other  details,  to  a  consideration  of  the  depth  of  the  metal 
of  the  base  and  to  the  radius  of  the  fillet  connecting  the  web  and 
base.  To  strengthen  the  rail  against  split  bases  is  one  of  the  first 
modifications  to  consider.  In  the  proposed  125-pound  section  for 
the  Pennsylvania  Railroad,  the  radius  at  the  base  has  been  estab- 
lished at  %".  Dr.  P.  H.  Dudley  is  recommending  a  fillet  of  about 


PROCEEDINGS   OF   THE    CONTENTION.  413 

15/1G"  radius  in  a  new  105-pound  section  for  the  New  York 
Central.  The  use  of  a  large  fillet  puts  metal  in  a  place  advan- 
tageous to  resist  crosswise  bending  stresses  in  the  flanges.  Such 
a  change  in  design  appears  beneficial  and  without  being  attended 
with  disadvantages  in  other  directions. 

Modifications  in  the  shape  of  the  head  require  to  be  approached 
with  caution.  Reports  of  the  135-pound  section  of  the  Central 
Railroad  of  New  Jersey  are  to  the  effect  that  a  number  of  split 
heads  have  already  occurred,  the  outside  of  the  head  being  affected. 
These  fractures  were  attributed  to  double  flanged  or  shoulder 
worn  wheels,  which  were  thus  grooved  by  running  on  rails  having 
narrower  heads. 

The  medial  line  of  contact  between  rail  head  and  wheel  tire  is 
doubtless  one  which  is  being  continually  shifted  in  its  position 
by  the  different  wheels  which  pass  over  the  rails. 

The  types  of  failure  which  are  characteristic  of  rails  are  of 
such  a  progressive  order,  that  in  general  each  would  be  benefited 
by  the  use  of  heavier  sections  of  rails.  Increase  of  mass  to  the 
rail,  furnishing  surrounding  metal  to  re-enforce  zones  most  highly 
stressed,  either  before  or  after  the  development  of  incipient  frac- 
tures should  be  useful,  but  where  it  is  most  advantageous  to  put 
the  metal  is  often  an  obscure  matter. 

It  is  an  open  question  whether  experiments  of  a  radical  nature 
should  be  permitted  under  the  conditions  of  regular  traffic.  Recent 
experiments  in  the  use  of  rails  of  exceptional  hardness  resulted  in 
the  fracture  of  nearly  one  rail  in  every  ten. 

Subjecting  passengers  to  the  dangers  attending  such  conditions 
is  a  disquieting  matter.  In  the  absence  of  authoritative  super- 
vision there  is  no  assurance  that  similar  experiments  will  not 
be  repeated. 

In  dealing  with  the  question  of  rail  steel  the  primitive  condition 
of  the  ingot  should  be  known.  Ingots  should  be  examined  with 
reference  to  their  state  of  structural  soundness,  with  particular 
reference  to  different  parts  of  their  length,  having  to  do  with 
the  development  in  the  finished  rail  of  streaks,  seams,  lamination, 
lines  or  planes  of  weakness  of  any  kind.  It  is  insufficient  for 
this  purpose  to  merely  split  the  ingot  apart,  photograph  the 
surfaces  revealed,  on  a  .reduced  scale  as  to  size,  and  exhibit  the 
views  as  proof  of  sound  metal.  The  very  act  of  splitting  the  ingot 
by  means  of  a  heavy  feed,  in  the  machine  tool  used  for  the  pur- 
pose, in  itself  will  tend  to  obliterate  the  presence  of  those  de- 
fects which  are  believed  to  cause  seaminess  in  the  rail.  When 
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thus  hidden  it  is  unsatisfactory  to  photograph  the  mask  and 
exhibit  the  print  as  evidence  of  sound  steel. 

Referring  to  specific  examples  of  the  inspection  of  ingot  metal 
which  were  conducted  in  a  manner  calculated  to  reveal  the  con- 
dition of  the  steel,  the  cross  section  of  an  ingot  taken  at  the 
middle  of  its  length  was  examined  and  the  presence  of  a  large 
number  of  inclusions  disclosed._  On  a  surface  reached  with  a 
50%  discard,  there  were  present  263  slag  globules  on  one-quarter 
of  the  ingot,  at  the  rate  of  over  1,000  for  the  full  section.  In 
the  same  ingot  at  the  depth  of  75%  discard,  the  number  of  slag 
globules  revealed  was  1,053,  or  some  4,200  for  the  full  section. 
The  globules  ranged  in  size  from  less  than  one  hundredth  of  an 
inch  to  nearly  three-hundredths  of  an  inch  diameter.  Such 
inclusions  when  rolled  out  to  the  finished  rail  would  account  for 
streaks  from  %"  to  one  inch  in  length.  Defects  of  this  kind 
are  not  revealed  in  the  usual  examinations  of  ingots. 

This  state  of  the  metal  was  shown  in  a  careful  examination  of 
ingots  made  at  Watertown  Arsenal,  the  results  of  which  were 
published  in  Tests  of  Metals,  1909.  If  the  thirty  ingots  forming 
the  Watertown  series  were  representative  of  current  output  of 
ingots  the  fact  should  be  known.  The  finished  rails  from  those 
ingots  had  the  appearance  of  rails  in  general.  The  question  pre- 
sented is  one  of  lamination  or  seaminess  against'  which  the 
prescribed  tests  for  rails  do  not  afford  immunity.  If  the  defects 
are  of  a  migratory  order,  appearing  here  and  there  in  the  ingot, 
and  perchance  sometimes  absent,  such  information  is  desired. 

An  examination  of  ingots  is  called  for,  to  be  directed  toward 
those  manifestations  which  have  appeared  in  all  parts  of  the 
ingots,  and  which  are  believed  to  represent  the  basic  cause  of  a 
large  part  of  the  total  number  of  rail  failures.  If  these  con- 
ditions are  inherent  in  steels  and  are  present  in  consequence  of 
reactions  taking  place  in  the  conversion  of  the  metal,  then  their 
presence  must  be  recognized  by  all  and  the  rails  used  accord- 
ingly. It  is  believed  to  be  the  view  of  steel  makers  that  the 
elimination  of  streaks  in  rail  steel  is  not  feasible,  but  before 
adopting  this  view  as  final,  it  is  desirable  to  renew  the  examina- 
tion of  ingots,  obtaining  them  from  different  sources  of  current 
manufacture,  accurately  defining  and  establishing  the  conditions 
with  which  we  are  confronted  and  with  which  we  must  reckon. 

With  an  annual  production  of  upwards  of  three  millions  of 
tons  of  rail  steel  ingots,  the  primitive  condition  of  a  sufficient 
number  ought  to  be  made  known  to  reasonably  judge  of  the 
material  with  which  wo  have  to  deal.  Indications  point  un- 
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'falteringly  to  the  primitive  state  of  the  metal  in  the  ingot  as  the 
^responsible  source  for  the  most  prominent  types  of  rail  failures ; 
-•split  heads,  split  bases  and  square  breaks  resulting  therefrom. 

Specific  information  concerning  the  track  record  of  failed  rails 
is  needed.  Fractured  surfaces  tell  the  story  of  their  failure  and 
their  interpretation  leads  to  the  recognition  of  their  causes.  The 
point  of  inception  of  steel  fractures  and  the  relative  order  in 
which  events  transpire  can  in  general  be  told  by  examination  of 
the  fractured  members. 

This  places  at  command  information  which  is  useful  and  neces- 
sary in  ascribing  the  proximate  cause  of  the  failure  of  individual 
rails.  There  are  no  valid  reasons  why  information  of  this  char- 
acter should  not  be  acquired,  and  made  available  to  aid  in 
lessening  the  number  of  preventable  accidents. 

The  data  on  rail  failures  should  include  those  features  which, 
have  a  direct  and  controlling  influence  on  the  life  of  the  rail. 
The  statistics  gathered  and  published  annually  do  not  meet  the 
situation.  They  admit  of  improvement  and  the  subject  demands 
it.  The  gathering  of  the  data,  descriptions  and  interpretations 
of  the  failures,  are  technical  matters  and  should  be  entrusted 
•only  to  those  of  metallurgical  knowledge  and  experience.  It  is 
unsatisfactory  to  rely  upon  employees  who  cannot  reasonably  be 
expected  to  possess  the  necessary  qualifications  for  performing 
these  duties. 

In  addition  to  placing  this  matter  under  the  immediate  super- 
Tision  of  properly  qualified  persons,  the  necessary  formulation  of 
instructions  should  be  made,  and  promulgated,  governing  the 
collection  of  these  data. 

To  give  completion  to  the  work  knowledge  of  the  stresses  in  the 
track  is  required.  The  neglect  of  this  end  of  the  subject  has  been 
so  marked  that  it  would  appear  that  track  stresses  had  been 
regarded  as  immaterial,  but  the  definition  of  which  constitutes 
the  essence  of  the  problem.  This  is  regarded  as  a  discreditable 
situation.  Can  a  more  striking  example  be  presented  of  the 
desirability  of  Governmental  action  and  supervision,  when 
246,000  or  more  miles  of  track  are  in  operation,  on  which  are 
daily  carried  2%  millions  of  passengers,  while  the  stresses  in 
each  and  all  of  the  rails  comprising  this  mileage  are  undefined 
and  unknown?  When  it  is  considered  that  the  total  number  of 
revenue  paying  passengers  for  the  fiscal  year  ending  June  30, 
1912,  was  1,004,081,346,  the  rail  situation,  or  it  should  be  called 
the  track  and  equipment  situation,  clearly  demands  a  review  of 
the  most  thorough  order. 
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Mr.  Elmer  T.  Howsou,  Engineering  Editor,  RAILWAY  AGB 
GAZETTE,  has  presented  a  paper  before  the  American  Railway 
Engineering  Association,  and  which  has  been  printed  in  Bulletin 
No.  167  of  that  Association.  The  tabular  exhibit  011  derailments 
due  to  defective  roadway  and  track  and  Mr.  Howson's  comments 
are  pertinent  to  the  subject  of  this  report,  and  are  as  follows : 

Per  Cent  Increase  in  Derailments  Due  to  Various  Defects  of  Roadway 
and  Track,  from  19(M  to  1913,  Inclusive. 

i 

Irreg-     Mis- 
Broken       Spread        Soft  Bad  Sun          ular        eel- 
Year           Total         Rail            Rail         Track          Ties          Kinks     Track  laneous 


1904 

0 

0 

0 

0 

0 

0 

0 

0 

1905 

16 

14 

46 

4 

24 

16 

2 

21 

1906 

48 

25 

46 

90 

0 

0 

54 

54 

1907 

76 

75 

79 

92 

80 

39 

80 

71 

1908 

63 

35 

74 

58 

68 

116 

39 

87 

1909 

13 

11 

13 

20 

44 

8 

16 

8 

1910 

29 

38 

49 

16 

24 

116 

34 

15 

1911  41     41     42     14     64    131     18    60 

1912  117    106    118    234    108    60    252   14 

1913  125    93    100    215    136    60    253   60 

"This  condition  is  enough  to  cause  serious  reflection  and  at  the  present  time  the 
proper  remedy  has  not  been  satisfactorily  demonstrated.  Unlike  other  engineering 
structures,  the  track  is  capable  of  analytical  design  only  to  a  limited  degree. 
There  are  so  many  intangible  but  nevertheless  vitally  important  factors,  such  as  the 
character  of  the  subgrade  and  climatic  conditions,  that  it  is  impossible  to  work 
out  a  theoretical  and  at  the  same  time  a  practical  design.  The  only  practical  way 
by  which  this  subject  can  be  intelligently  studied  is  by  making  an  elaborate  series 
of  tests,  carefully  planned,  to  secure  information  under  a  wide  variety  of  con- 
ditions." 

CAR  WHEELS  AND  AXLES. 

In  railway  equipment  the  wheel  is  the  counterpart  of  the  rail, 
with  certain  mutual  relations  existing  between  them,  and  as  one 
of  the  causes  of  a  considerable  number  of  the  derailments  which 
occur  it  will  share  the  responsibility  with  the  rail.  The  statistical 
review  of  the  collisions  and  derailments  emphasizes  the  need  of 
analyzing  each  of  the  contributory  causes.  Wheels,  axles  and 
brake  rigging  are  all  factors  in  the  case. 

The  wheel  from  its  position  and  the  nature  of  its  functions  isr 
perhaps,  the  most  worked  member  in  the  combination  which  goes 
to  make  up  the  track  and  equipment.  It  is  the  one  principal 
member  which  is  expected  to  wear  out  in  regular  service. 
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Obviously,  it  should  start  with  an  excess  in  strength,  and  not 
ibe  allowed  to  continue  in  service  until  a  stage  is  reached  in  which 
its  own  strength  is  seriously  impaired,  nor  in  wearing  out  reach 
a,  condition  in  which  it  will  endanger  the  rails.  These  require- 
ments do  not  appear  to  have  been  fulfilled  at  all  times,  and  many 
derailments  are  reported  as  having  been  caused  by  defective 
wheels. 

.  Wheels  are  of  steel,  cast,  forged  or  rolled,  solid  or  with  tires, 
and  chilled  cast  iron.  Attention  is  directed  to  the  rims,  or  tiresy 
as  the  working  surfaces  and  abrading  parts  of  the  wheel.  Tire 
steel,  in  its  chemical  composition,  is  not  unlike  that  of  many 
rails.  It  should  have  as  high  physical  properties  as  the  steel 
which  is  used  for  the  latter  purpose.  However,  many  of  the 
difficulties  which  are  to  be  overcome  in  securing  sound  steel  for 
rails  are  also  encountered  in  getting  sound  steel  for  tires. 

In  rolling  a  tire,  as  in  rolling  a  rail,  streaks,  seams  or  lamina- 
tion if  present  in  the  steel  will  be  extended  in  the  direction  of 
the  rolling;  that  is,  forming  curved  lines  or  surfaces  of  struc- 
turally weak  metal,  concentric  with  the  axis  of  the  wheel.  That 
such  lines  of  weakness  exist  in  tires  at  times  tensile  tests  of  the 
metal  indicate.  Crosswise  the  tire  an  example  showed  only  62% 
of  the  tangential  strength,  with  limited  development  of  ductility 
and  displaying  seaminess  at  the  place  of  fracture. 

The  tensile  test  of  one  driving  wheel  tire  gave  57,800  Ibs.  per 
square  inch,  that  of  another  114,240  Ibs.  per  square  inch,  showing 
great  variation  in  crosswise  strength  due  to  seaminess  of  the 
steel. 

The  significant  features  of  these  tests  were  the  presence  of 
streaks  and  their  influence  in  restricting  the  normal  toughness 
of  the  steel,  as  well  as  lowering  the  strength. 

Across  such  lines  of  weakness  there  is  practically  no  extension 
of  the  metal,  particularly  in  high  carbon  steels.  The  liability  of 
fracture  is  lessened  as  these  lines  of  weakness  are  reduced  in  size. 

The  presence  of  circumferential  lines  of  weakness  will  not 
be  felt  until  the  wheel  pressures  reach  such  a  limit  that  the  tread 
of  the  wheel  yields,  and  permanent  flow  in  a  lateral  direction 
takes  place.  The  problem  here,  as  with  rails,  is  to  secure  a 
uniform,  sound,  steel  of  high  resistance,  in  which  it  is  prudent  to 
start  with  inherent  toughness.  Although  brittleness  may  ulti- 
mately characterize  the  failure  of  the  tire,  it  will  in  tough  metal 
be  deferred  for  a  time. 

A  soft  tire  and  a  soft  rail,  each  tending  to  spread  quite  easily, 
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would  exert  a  reflex  action  upon  each  other,  leading  to  the  de- 
velopment of  split  heads  in  the  rail  and  split  rims  in  the  wheel. 
Such  are  the  ultimate  results  which  would  be  looked  for  under 
excessive  loads.  It  can  hardly  escape  notice  that  wheel  failures 
as  well  as  rail  failures  each  point  in  the  direction  of  overloads 
having  been  applied  to  the  materials. 

Mr.  Joseph  Kamsey,  Jr.,  President,  Lorain,  Ashland  &  Southern 
Bailroad,  is  quoted  as  assigning  a  very  common  cause  of  failures 
in  the  track  to  excessive  weights  of  engines  and  cars,  suggesting 
the  determination  of  what  are  safe  wheel  loads. 

In  a  tangential  direction  the  strength  of  a  rolled  tire  is  at  its 
best.  The  tests  commonly  prescribed  for  acceptance  of  tires  are 
bending  in  the  drop  test,  and  tension  tests  in  a  tangential  direc- 
tion. Neither  of  these  tests  is  calculated  to  detect  a  deficiency 
in  strength  in  the  direction!  in  which  rims  and  flanges  split. 
Efforts  which  are  undertaken  for  the  prevention  of  accidents  in 
the  proper  selection  of  materials  should  be  directed  toward  recog- 
nized sources  of  weakness,  therefore,  knowledge  of  the  strength 
of  the  tire  in  different  directions  is  desirable  to  acquire. 

Driving  wheel,  tires  are  held  on  their  centers  by  frictional 
resistance,  that  is  by  a  shrinkage  fit.  This  will  be  at  a  maximum 
when  the  tire  is  put  on.  Subsequent  wTear,  reducing  the  sectional 
area  of  the  tire  will  lower  the  shrinkage  forces  and  lower  the 
frictional  resistance.  There  are  times  of  temporary  fluctuations 
in  the  frictional  forces  due  to  the  more  rapid  heating  of  the  tire 
than  the  wheel  center,  upon  the  application  of  the  brakes.  All 
shrinkage  would  be  lost  if  a  tire  of  60,000  pounds  per  square  inch 
elastic  limit  was  heated  300  degrees  F.  higher  than  its  center. 

Cold  rolling  slightly  diminishes  the  density  of  steel,  thereby 
introducing  internal  strains  of  compression  at  the  surface  which 
is  cold  rolled.  With  the  metal  of  the  tire  immediately  below  the 
surface  of  the  tread  and  the  wheel  center  each  in  a  state  of  initial 
compression,  there  is  offered  a  favorable  opportunity  for  the  de- 
velopment of  interior  transverse  fissures  in  that  part  of  the  tire 
which  is  in  a  state  of  circumferential  tension. 

"No  report  has  been  received  attributing  the  tangential  failure 
of  a  tire  to  the  surface  condition  of  the  tread  after  a  wheel  has 
t>een  trued  up,  nevertheless  there  seems  a  possibility  of  a  failure 
from  such  a  cause.  Modern  high  speed  rutting  tools  are  used 
with  such  severity  on  the  material  being  machined  that  the  turn- 
ing off  of  a  "blue  chipv  from  the  tread  of  a  tire  approaches  the 
equivalent  of  shearing  the  steel,  which  latter  operation  would 
be  objectionable. 
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Suddenly  raising  the  temperature  of  the  surface  of  the  tread 
itself  to  a  blue  heat  or  higher  temperature  followed  by  immediate 
•cooling  introduces  strains  of  a  severe  order.  They  become  serious 
after  the  operations  of  heating  and  cooling  have  been  repeated. 
In  the  case  of  a  wheel,  as  with  a  rail,  the  quenching  or  sudden 
cooling  is  done  by  conductivity,  the  metal  below  the  tread  ab- 
sorbing the  heat  of  the  rim. 

Thermal  cracks  are  formed  in  this  manner  by  repeated  exces- 
sive heatings,  from  applications  of  the  brakes.  They  are  analogous 
to  so-called  "wheel  burns"  in  rails.  After  the  cracks  have  pene- 
trated to  a  certain  depth  the  shrinkage  of  the  tire  furnishes  the 
necessary  force  to  complete  the  line  of  fracture  through  the  re- 
maining part  of  the  tire. 

Cracks  formed  in  this  manner  ha.ve  destroyed  the  integrity  of 
tires  and  led  to  derailments. 

The  wearing  surfaces  of  brake  shoes  exhibit  a  net  work  of 
thermal  cracks  after  a  very  short  time  in  use.  The  showers  of 
sparks  which  attend  braking  shows  that  the  abrading  surfaces 
reach  a  scintillating  heat.  Under  continuous  braking,  wheels 
get  very  hot,  and  on  some  roads,  in  descending  mountain  grades 
cooling  stations  are  established  where  trains  are  brought  to  rest, 
for  the  purpose  of  affording  the  wheels  opportunity  to  cool.  Such 
situations  mark  the  places  where  greatest  heating  of  the  wheels 
is  expected  to  occur,  since  the  mechanical  work  required  to  retard 
the  trains  is  greater  than  that  needed  to  bring  them  to  a  state 
of  rest  from  high  speeds,  on  a  level  track. 

Under  continuous  braking  severe  strains  are  generated  in  the 
plates  of  solid  wheels  as  well  as  a  diminution  in  the  shrinkage 
resistance  between  tire  and  wheel  in  built  up  wheels.  On  tired 
wheels  of  smaller  diameters,  where  relatively  the  most  severe 
heating  effects  seem  to  occur,  the  design  of  the  wheel  should  pro- 
vide protection  against  looseness  of  the  tire,  and  retention  in 
place  in  case  of  fracture. 

Investigation  of  the  stresses  in  the  plates  of  chilled  cast  iron 
wheels  has  been  made  the  subject  of  experimental  investigation  at 
Purdue  University.  Diagrams  of  these  results  show  a  tensile 
stress  of  14,300  pounds  per  square  inch  was  generated  in  the  web 
of  a  625  pound  M.  C.  B.  wheel  after  1,000  revolutions,  under 
3,000  pounds  continuous  brake  pressure.  The  speed  was  20  miles 
per  hour.  The  temperature  of  the  rim,  17/32"  IHow  the  surface 
of  the  tread,  rose  from  an  initial  temperature  of  80°  F.  to  170° 
F.  while  the  above  number  of  rotations  was  being  made. 
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These  measured  effects  of  continuous  braking  show  how  great 
the  stresses  are  which  result  from  rise  in  temperature  and  which 
tend  to  rupture  the  wheel. 

In  tests  which  were  carried  on  for  longer  periods  of  braking, 
the  temperatures  of  the  rim  exceeded  500°  F.  while  the  stresses 
in  the  plates  as  they  were  measured  reached  28,000  pounds  per 
square  inch.  In  some  wheels  the  rupturing  loads  on  the  plates 
were  reached  through  rise  of  temperature. 

In  commenting  upon  the  Purdue  University  results,  Mr.  F.  K. 
Vial,  Chief  Engineer  of  the  Griffin  Wheel  Company,  remarks  that 
"a  difference  in  temperature  of  200°  between  thermometers  1  and 
2  creates  a  condition  likely  to  crack  the  wheel." 

In  another  place  Mr.  Vial  remarks : 

"The  part  of  the  wheel  which  first  pulls  apart  when  the  tread  is  overheated 
is  the  front  plate  near  the  point  of  intersection.  The  important  item  in  the  test 
is  the  difference  in  temperature  between  the  tread  and  the  point  of  intersection  of 
front  and  back  plate." 

Thermometer  No.  1,  referred  to,  was  located  about  y2"  below 
the  surface  of  the  tread,  No.  2,  at  the  intersection  mentioned  or 
about  6"  from  the  tread. 

The  stresses  arising  from  increase  of  temperature  of  the  rim 
will  be  greatest  when  the  heating  is  rapidly  done,  before  an 
equalization  of  temperature  between  the  rim  and  plate  has  taken 
place. 

It  seems  evident  that  the  life  of  a  wheel  is  somewhat  under 
the  control  of  the  road  that  uses  it,  according  to  the  manner  of 
braking.  Heat  effects  are  prolific  sources  of  injury  to  wheels  of 
all  types.  Some  of  the  effects  take  place  between  the  wheel  and 
the  rail,  others  between  the  wheel  and  the  brake  shoe. 

The  physical  properties  of  the  all-steel  wheels  and  steel  tires 
are  fixed  chiefly  by  the  chemical  composition  of  the  metal.  The 
same  is  true  of  chilled  cast  iron  wheels.  Chromium  arfd  silicon 
are  here  used  as  the  hardening  and  softening  elements  respect- 
ively, so  far  as  the  control  of  the  foundry  output  is  concerned. 
The  iron  has  a  high  carbon  content  which  in  the  chilled  metal  of 
the  tread  is  in  the  combined  state.  Here  the  iron  is  white.  It 
merges  into  mottled  and  then  into  gray  iron,  the  latter  forming 
the  inner  part  of  the  rim,  also  the  plate  and  the  hub.  The  carbon 
of  the  gray  iron  is  chiefly  in  the  graphitic  form. 

Chilled  iron  has  great  compressive  strength,  and  is  well  adapted 
to  transfer  the  intense  impinging  stress  at  the  rail  to  a.  larger  zone 
of  metal  below  the  surface  of  the  tread.  In  performing  this 
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distributive  function  without  appreciable  set  chilled  iron  seems 
to  have  an  advantage  over  forged  or  rolled  steel.  As  a  more  rigid 
metal  it  may  have  a  re-enforcing  action,  aiding  the  rail  against 
lateral  flow.  This  feature  appears  worthy  of  experimental 
inquiry. 

Annealing  the  chilled  wheel  is  an  important  feature  in  its 
manufacture,  in  respect  to  controlling  the  period  of  time  and 
the  best  temperature  to  attain  the  desired  combination  of  strength 
and  toughness. 

In  regard  to  the  failures  of  chilled  iron  wheels  in  service  the 
Association  of  Manufacturers  of  Chilled  Car  Wheels,  under  date 
of  July  25,  1914,  present  a  report  of  interest  from  which  the 
following  is  quoted : 

"In  order  to  understandingly  approach  the  subject  of  wheel  design  it  is  essential 
that  the  record  of  the  performance  of  chilled  iron  wheels  shall  be  carefully  con- 
sidered. Table  1  is  an  exact  record  of  all  structural  failures  reported  by  railroads 
during  the  past  28  years  from  a  total  of  12,131,927  wheels.  The  cracked  plate 
wheels  show  an  ebb  and  flow  as  new  standards  of  equipment  have  come  into 
service  without  revising  wheel  standards.  Later  the  wheel  is  slightly  strengthened 
and  the  defect  is  largely  eliminated.  The  results  plainly  indicate  the  limitation 
of  each  design  of  wheel  and  definitely  point  out  the  laws  governing  the  relation 
between  a  unit  thickness  of  metal  in  the  plate  and  stress  on  account  of  the  heat 
developed  through  brake  pressures." 

The  table  above  referred  to  is  as  follows: 
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Chilled  Cast  Iron  Car  Wheels 
Structural  Failures  During  the  Past  28  Years. 


Cracked 

Year 

1886 

Shipped 
22729 

Plate 
9 

87 

51820 

192 

88 

61007 

120 

89 

71167 

236 

1890 

97251 

371 

91 

78863 

679 

92 

163656 

1003 

93 

156354 

684 

94 

162597 

1211 

95 

210152 

777 

96 

230612 

1317 

97 

288554 

409 

98 

380397 

258 

99 

473522 

656 

1900 

437747 

848 

01 

500831 

561 

02 

561825 

636 

03 

543977 

702 

04 

516591 

553 

05 

770029 

1116 

06 

1000043 

4882 

07 

965631 

4489 

08 

520322 

4040 

09 

650808 

8436 

1910 

713835 

2819 

11 

628165 

870 

12 

972501 

312 

13 

900941 

26 

Broken  Broken 

Flange  Wheel 


3 
11 

7 

15 
4 
2 
1 

25 
8 

17  10 

29  5 

16  2 

25  3 

84  1 

42  8 

21  6 

19  2 

8 

7 

3  1 


12131927  38212  271  114 

Percentage  of  cracked  plate  wheels  to  number  shipped  .315% 

or  1  in  300. 
Percentage  of  broken  flange  wheels  to  number  shipped  .0031% 

or  1  in  32,000. 
Percentage  of  broken  wheels  to  number  shipped  .001%  or  1  in 

100,000. 
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NOTE  : — The  above  table  is  an  exact  record  of  all  railroad  wheels 
shipped  by  one  manufacturer  and  all  structural  failures  re- 
ported by  the  railroad  companies. 

The  number  of  wheels  of  all  weights,  and  car  capacities  in  the 
above  table  shows  578  failures  on  roads  of  moderate  grades 
against  10,806  for  roads  of  heavy  grades.  A  comparison  stated  in 
percentage  would  be  more  marked  since  the  total  number  of 
wheels  shipped  the  roads  with  heavy  grades  was  greater  than 
those  shipped  the  other  roads. 

Other  tables  were  presented,  still  further  analyzing  the  situa- 
tion, in  which  the  preponderance  of  cracked  plates  over  flange 
breaks  and  broken  wheels  is  shown  for  cars  in  general  freight 
service;  refrigerator  cars  as  a  class  are  responsible  for  a  large 
number  of  wheels  which  fail,  and  tank  cars  furnish  a  larger 
number  of  failed  wheels  than  ordinary  freight  cars. 

The  influence  of  heavy  grades  on  the  number  of  cracked  plates 
is  shown  by  the  Association  in  the  following  table : 
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It  is  stated  by  the  manufacturers  of  chilled  car  wheels  that  a 
large  proportion  of  failures  is  due  to  thermal  conditions  caused 
by  excessive  heating  (of  the  rims  by  brake  pressure.  The  data 
which  they  have  presented  appear  to  sustain  their  assertions. 

Mr.  Vial  furnishes  a  diagram  showing  the  effect  of  weather 
on  the  percentage  of  slid  flat  wheels,  representing  the  results  on 
some  13,000  wheels  removed  for  this  cause,  from  which  the  fol- 
lowing table  is  prepared : 

Per  Cent.,  by  Months,  of  Slid  Flat  Wheels  Removed  by   One  Road. 


Month 
January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 


KIND  OF  SERVICE. 


Passenger      Freight     Refrigerator 


12 

19 

1C 

9 

3 

3 

4 

2 

3 

5 

8, 

16 

100 


17 

16 

15 

11 

7 

5 

3 

3 

3 

4' 

4 

12 

100 


12 

12 

13 

8 

6 

5 

5 

4 

5 

8 

10 

12 

100 


The  passenger  and  freight  wheels  covered  a  period  of  one  year 
each,  the  refrigerator  car  wheels  a  period  of  five  years.  The 
great  number  of  slid  flat  wheels  occurring  during  the  winter 
months  has  been  attributed  in  part  to  conditions  affecting  the 
brakes  or  rail  in  cold  weather,  such  as  brake  shoes  being  frozen 
to  the  wheels  and  starting  the  train  before  release  of  the  brakes, 
or  irregular  brake  shoe  clearances  allowing  ice  to  form  on  some 
and  causing  unequal  brake  action  and  the  sliding  of  some  wheels. 

Rules  are  prescribed  governing  the  removal  of  wheels  for  flat 
spots.  It  has  been  pointed  out,  however,  in  a  report  of  a  Com- 
mittee of  the  American  Railway  Engineering  and  Maintenance 
of  Way  Association,  that  flat  spots  are  not  readily  detected  at 
all  times  and  that  steel  tired  wheels  have  not  always  given  warn- 
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ing,  except  through  damage  done  the  track  that  they  were 
flattened.  The  chilled  wheel  manufacturers  refer  to  the  noise 
which  a  chilled  wheel  makes  when  flat  as  a  sufficient  notification 
of  the  fact.  Information  acquired  by  the  Sub-Committee  on 
the  Allowable  Length  of  Flat  Spots  on  Car  Wheels,  of  the  above 
mentioned  Association,  and  recorded  in  Vol.  10,  part  2,  1909,  of 
their  proceedings  is  as  follows : 

The  Atchison,  Topeka  &  Santa  Fe  Kailroad  Company  re- 
ported that  forty-nine  rails  of  85-pounds  section  were  broken  by  a 
tender  wheel  on  one  trip  of  ten  miles  in  February,  1907.  The 
flat  spot  was  6  inches  long. 

The  Lake  Shore  &  Michigan  Southern  Railway  Company  re- 
ported the  fracture  of  50  rails  of  100  Ibs.  section,  all  practically 
new,  caused  by  the  tender  of  one  switch  engine,  in  February,. 
1907.  Three  rails  were  broken  in  passing  from  East  Buffalo  to- 
West  Seneca.  The  tender  was  attached  to  another  engine,  and 
broke  17  more  rails  in  returning  from  West  Seneca  to  the  Buffalo 
Yard.  The  engine  was  then  sent  back  to  the  shop  and  broke  30' 
additional  rails.  Examination  showed  the  tender  wheel  had  two 
flat  spots  each  about  S1/*?"  by  6"  long,  and  !/>"  deep. 

An  engine  on  the  Chicago  &  Alton  Eailway  was  said  to  be 
responsible  for  the  fracture  of  over  100  rails  in  running  from 
Chicago  to  Roodhouse,  caused  by  a  flat  spot  on  a  tender  wheel. 

On  the  Philadelphia  £  Reading  Railway  a  badly  counter- 
balanced engine  broke  25  rails  when  running  at  a  speed  of  about 
50  miles  per  hour.  In  another  case,  a  tender  wheel  with  a  flat 
spot  broke  33  rails. 

Mr.  George  W.  Kittredge,  Chief  Engineer,  New  York  Central 
&  Hudson  River  Railroad  Company,  said  they  had  at  one  par- 
ticular time,  on  the  Mohawk  Division,  360  broken  rails  in  the 
south  rail  of  one  track  and  348  in  the  north  rail  of  another  track, 
with  about  half  these  numbers  additional  on  the  opposite  rails 
of  the  respective  tracks.  On  their  River  Division,  they  had  dur- 
ing a  particular  period  163  broken  rails  in  the  south  rail  of  one 
track  and  136  in  the  north  rail  of  the  other  track.  The  opposite 
rail  of  the  respective  tracks  had  about  30  broken  rails.  The- 
broken  rails  on  the  Mohawk  Division  appeared  to  havo  boon 
caused  by  a  trailer  wheel  of  an  Atlantic  type  engine,  and  there 
was  found  a  badly  counterbalanced  engine  on  the  River  Division. 

On  the  Grand  Trunk  Railway  System,  Mr.  Howard  G.  Kelley 
recalled  an  instance  "where  for  a  distance  of  ten  or  twelve  miles 
every  rail  on  one  side  of  the  track  was  more  or  less  damaged  by 
a  flat  wheel,"  some  of  which  had  to  be  removed  from  the  track. 
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The  Chicago,  Milwaukee '&  St.  Paul  Railway  reported  having 
an  engine  with  a  long  flat  spot  32"  by  7/32"  deep  on  a  driver 
which  broke  about  27,  85-pound  rails  in  mie  week.  The  rails  were 
not  over  one  or  two  years  old. 

"This  engine  broke  something  like  twenty-seven  rails  within  a  week.  It  was 
pulling  a  passenger  train  between  Marion,  Iowa,  and  Council  Bluffs,  Iowa.  The 
only  way  we  could  find  the  flat  spot  was  by  centering  the  wheel  and  then  measuring 
around  it  with  a  gauge. 

"The  ordinary  manner  of  finding  flat  spots  would  not  show  it.  Neither  could 
you  feel  it  riding  on  the  engine  at  twenty-five  or  thirty  miles  per  hour,  on  account 
of  its  length,  and  these  engines  running  at  high  speed  ride  hard  and  thrash  around 
a  good  deal,  so  that  the  flat  spot  could  not  be  felt  then.  The  rails  were  all  broken 
in  places  where  the  engine  ran  at  high  speed.  :  *  *  These  flat  spots  are  not 
caused  by  sliding  of  wheel,  but  usually  occur  right  over  the  counterbalance  of  the 
wheel,  and  there  have  been  a  number  of  cases  since  then  where  we  found  similar 
flat  spots,  more  especially  on  the  passenger  engines  with  large  driving  wheels." 

The  information  gathered  by  this  Committee  gives  emphasis 
to  this  subject  and  affords  a  substantial  basis  for  an  editorial 
in  THE  IRON  AGE,  of  April  11,  1912,  under  the  title:  "Rolling 
Stock  as  a  Rail  Destroyer." 

"The  trains  of  to-day,  both  passenger  and  freight,  punish  rails  in  a  manner 
which  railroad  managements  have  declined  to  realize.  *  *  *  The  railroads  hold 
that  the  steel  works  should  furnish  rails  of  a  quality  so  superior  to  what  has  been 
attained  as  to  compensate  for  the  increasing  abuses  they  must  withstand.  * 
But  probably  the  most  important  element  as  regards  the  effect  of  rolling  stock  on 
rails  and  roadbed  is  the  failure  to  build  and  •  maintain  locomotives  and  cars  on 
smooth  running  units." 

Axle  fractures  constitute  a  type  of  failures,  the  precursors  to 
complete  rupture  in  which  are  detected  with  the  greatest  diffi- 
culty. The  failure  of  an  'axle  is  due  essentially  to  repeated 
alternate  stresses,  which  eventually  cause  rupture  to  occur  with- 
out warning  or  the  display  of  ductility  in  the  steel. 

Fractures  commonly  occur  either  at  the  inner  end  of  the  journal 
or  that  of  the  wheel  seat.  They  are  of  infrequent  occurrence  in 
other  parts  of  the  axle. 

The  bending  stresses  of  the  journal  are  greatest  at  the  inner 
end,  causing  this  to  be  the  section  most  strained,  and  there  is  a 
degree  of  rigidity  experienced  at  the  wheel  seat  under  the  shrink- 
age fit  of  the  hub  of  the  wheel  which  with  the  bending  stresses 
makes  this  a  danger  zone.  Service  stresses  reach  their  maximum 
in  axles  at  these  places. 

The  bending  stresses  should  not  exceed  certain  limits  to  insure 
the  integrity  of  the  axle,  the  limiting  stress  depending  upon  the 
grade  of  steel  used.  But  there  is  great  difficulty  in  judging  wrhen 
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the  maximum  stress  is  reached  in  service  in  the  determination 
of  its  magnitude.  The  manner  of  failure  by  the  development  of 
annular  fractures  indicates  that  axles  are  exposed  to  occasional 
loads  greatly  in  excess  of  those  due  to  static  conditions.  Were 
it  not  for  this  feature  of  the  case,  it  is  highly  improbable  that 
-annular  fractures  would  form.  They  would  be  expected  to  de- 
velop on  one  or  two  sides  only. 

The  final  rupture  of  an  axle  occurs  after  its  bending  strength 
lias  been  impaired  by  the  penetration  of  an  annular  fracture.  It 
may  be  remarked  that  the  fractures  of  axles  start  at  the  surface, 
where  the  bending  stresses  are  greatest,  and  thence  extend  toward 
the  center  of  the  section. 

In  earlier  days  the  opinion  was  entertained  that  a  safe  axle 
would  be  found  in  one  made  of  muck  bar  iron,  on  account  of  its 
ductility,  the  fact  not  being  considered  that  the  elastic  limit  of 
the  metal  was  very  low,  attention  only  being  directed  to  its 
primitive  toughness. 

Experience  with  muck  bar  axles  showed  they  had  a  very  short 
life.  Some  tender  axles,  of  the  diameters  then  used,  failed  at 
the  journals  with  less  than  40,000  miles  run,  whereas  a  medium 
hard  steel  axle  was  unaffected  by  200,000  miles. 

Owing  to  the  extreme  difficulty  in  acquiring  exact  information 
concerning  the  actual  service  stresses  in  axles,  whenever  a  frac- 
ture occurs  special  interest  attaches  to  the  attendant  circum- 
stances. All  data  relative  to  its  track  record  should  be  secured 
as  well  as  forging  and  assembling  conditions.  The  failure  of 
each  axle  should  be  made  the  subject  of  careful  study,  on  account 
of  the  general  state  of  obscurity  which  surrounds  their  failures 
and  the  difficulties  encountered  in  making  direct  experimental 
determination  of  the  stresses  which  are  involved. 

Axles  run  hot  at  times.  In  the  zone  of  temperature  of  400° 
to  600°  F.  a  much  greater  endurance  has  been  displayed,  but 
conditions  which  cause  a  rise  of  temperature  generally  continue 
and  higher  temperatures  are  reached.  A  period  of  diminished 
resistance  sets  in  apparently  after  acquiring  a  temperature  above 
a  blue  heat. 

Many  fractured  journals  furnish  evidence  of  having  reached 
a  high  temperature  at  the  time  of  their  failure.  Failures  under 
such  conditions  are  of  interest  but  loss  so  than  those  which  occur 
without  material  increase  in  temperature. 

The  occasional  and  exceptional  stresses  to  which  axles  are  sub- 
jected are  in  part  those  which  came  from  flange  blows  on  the 
wheels. 
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The  practice  and  experience  of  roads  differ  in  respect  to  the 
use  of  heat  treated  axles.  Some  are  using  heat  treated  axles, 
with  apparent  success,  while  the  experience  of  others  has  been 
quite  the  reverse.  The  properties  of  forgings  of  small  sizes  are- 
improved  by  heat  treatment,  at  least,  in  the  primitive  condition 
of  the  forging  so  far  as  indicated  by  the  immediate  tests  of  the 
steel. 

It  is  considered  unsafe  to  subject  steels  of  high  carbon  content 
to  heating  and  quenching.  Also  large  masses,  of  steel  require 
greater  skill  in  their  treatment  than  small  pieces. 

The  disrupting  effect  of  sudden  quenching  of  high  carbon  metal 
must  be  ameliorated  by  partial  annealing. 

It  is  somewhat  to  be  regretted  that  the  exigencies  of  railway 
service  are  thought  to  demand  so  much  of  steel  that  it  becomes 
necessary  to  take  under  consideration  efforts  of  this  kind.  The 
unfavorable  results  reported  in  the  experience  of  some  roads  in 
the  use  of  heat  treated  axles  raises  a  doubt  whether  there  is  not 
a  source  of  danger  in  such  treatment  of  the  material. 

STEEL  CARS. 

The  construction  of  wooden  passenger  cars  has  practically 
ceased,  according  to  data  furnished  in  Bulletin  No.  60  of  the 
Special  Committee  on  Relations  of  Railway  Operation  to  Legis- 
lation. This  Bulletin  states: 

"It  will  be  noted  that  there  were  but  fifteen  wooden  passenger  train  cars  under 
construction  January  1st,  1914,  only  two  of  which  were  intended  for  the  use  of 
passengers." 

Under  construction  January  1,  1914,  there  were  a  total  num- 
ber of  3,144  cars.  Of  these  the  percentages  of  different  kinds 
were  as  follows:  steel  86.9%,  steel  underframe  12.6%,  wood 
0.5%.  The  percentage  given  for  cars  with  steel  underframe  in- 
clude wooden  cars  being  reconstructed. 

The  number  of  steel  and  steel  underframe  cars  in  service  Jan- 
uary 1,  1914,  is  given  at  approximately  9,492  steel,  and  4,608 
steel  underframe,  while  the  wooden  cars  in  service  were  44,560. 

Classified  according  to  section  of  country,  the  numbers  and: 
kinds  of  cars  were  as  follows: 
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Steel 


Steel  Underfra.me  Wood 


Section 

New  England.. . . 

East    

Southeast  

Northwest   

Southwest 

West   

Sleeping  Car  Co.'s 


Number 

of    Number      %      Number      %   Number 
Koads 


105 

2.1 

153 

3.0 

5,033 

;(>,7<;7 

26.3 

1,430 

10.0 

14.287 

235 

4.9 

681 

14.2 

4,786 

355 

9.7 

154 

4.2 

3,662 

389 

12.0 

332 

10.3 

3,228 

2,526 

27.2 

1,230 

13.2 

9,281 

2,115 

49.4 

*628 

14.7 

4,283 

Total  United  States    227       9,492       21.3       4,608       1.0.3     44,560 

*Wooden  cars  reconstructed  with  steel  underfranies. 

The  percentage  of  steel  and  steel  underframe  cars  in  the  above 
tabulation  are  given  in  terms  of  the  wooden  cars  in  use  in  each 
of  the  sections  enumerated. 

In  New  England,  on  eight  roads,  under  this  grouping  the 
percentage  of  steel  cars  is  the  lowest  of  any  section.  On  the 
102  roads  grouped  in  the  East  and  West  sections  the  highest  per- 
centages are  found.  It  further  appears  that  the  Sleeping  Car 
Company  has  relatively  the  greatest  number  of  steel  cars  in  its 
equipment. 

The  figures  of  the  Railroad  Committee  above  quoted  are  sub- 
stantially in  agreement  with  those  of  the  Pullman  Company  as 
they  appear  in  testimony  taken  before  a  Sub-Committee  of  the 
Committee  on  Interstate  and  Foreign  Commerce  of  the  House  of 
Representatives,  in  January,  1914.  The  figures  of  the  Pullman 
Company,  however,  showed  that  the  number  of  steel  cars  operated 
by  it  was  somewhat  in  excess  of  50%  of  the  number  of  its  wooden 
cars.  In  reconstructing  its  cars  the  Pullman  Company  attach 
steel  ends  when  putting  in  steel  underframes,  recognizing  the 
advantage  which  the  steel  ends  have  over  wooden  ones.  The  testi- 
mony showed  that  all  new  cars  being  built  by  the  Pullman  Com- 
pany, for  itself,  were  all-steel  construction,  and  have  been  since 
1910. 

The  Sub-Committee  was  furnished  with  the  following  statement 
of  the  number  of  persons  killed  and  injured  in  Pullman  cars  of 
wooden  and  steel  construction  for  the  years  1910  and  1913,  inclu- 
sive, as  follows: 
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Wooden  Cars  With 

Wooden  Cars.  Steel  Cars.  Steel  Underframes. 

Killed  Injured  Killed  Injured  Killed  Injured 

1910 9           27  2             14            

1911 19           73  ...             2           ...             4 

1912 20           69  4             48 

191:5..                   25           72  13           


Total....        73         241  G  77  ...  4 

It  appears  that  73  were  killed  in  wooden  Pullman  cars  in  this 
four  year  period,  while  only  6  were  killed  in  all  steel  cars.  The 
number  of  injured  in  the  latter  while  very  many  less  than  in  the 
wooden  cars,  were  relatively  greater,  as  might  be  expected,  than 
in  the  number  killed. 

At  the  hearings  held  by  the  Sub-Committee  of  the  House  on 
Interstate  and  Foreign  Commerce  on  bills  requiring  the  use  of 
steel  cars  the  testimony  taken  referred  to  matters  of  the  relative 
weights  of  wooden  and  steel  cars,  increased  tractive  force  re- 
-quired  to  haul  trains  in  consequence  of  increased  weight,  wheel 
loads  and  total  weights  being  less  than  engines  not  straining  road- 
bed nor  bridges  as  much  as  engines,  the  comfort  of  passengers 
in  respect  to  heat  or  cold,  immunity  from  danger  of  burning,  the 
doubtful  expedient  being  suggested  that  one  steel  car  next  the 
locomotive  afforded  adequate  protection  against  fire.  It  appeared 
that  on  roads  partially  equipped  with  steel  cars  that  a  preference 
was  given  the  all-steel  construction  and  they  were  used  to  the 
exclusion  of  others  on  the  more  important  trains. 

A  meeting  was  held  in  New  York,  April  8,  1913,  on  Steel  Pas- 
senger Car  Design,  conducted  by  the  Sub-Committee  on  Railroads 
of  The  American  Society  of  Mechanical  Engineers.  This  meeting 
was  participated  in  by  engineers  identified  in  the  development 
of  this  class  of  equipment.  The  constructive  features  of  steel  car 
design  and  construction  were  discussed  embracing  those  details 
which  constitute  the  problem  in  the  transition  from  wooden  to 
steel  equipment. 

In  the  matter  of  framing,  several  types  were  mentioned,  each 
of  which  is  in  successful  use.  The  frames  are  designed  so  as 
to  sustain  the  weight  of  the  superstructure,  the  tractive  force  of 
the  train  and  to  withstand  the  impact  of  collisions.  The  typos 
of  construction  comprise  underframes  in  which  the  loads  are 
carried  equally  on  all  sills,  on  center  sills  only,  on  the  sides  only, 
and  the  combined  type  of  sides  and  center  sills. 
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The  strength  of  the  ends  were  considered  and  it  was  remarked 
by  Mr.  H.  H.  Vaughan,  of  the  Canadian  Pacific  Kailroad,  "the 
strength  now  usually  employed  is  enormously  greater  than  any- 
thing attempted  in  wooden  construction.*  Sides  and  roofs  are 
provided  with  sufficient  strength  to  resist  collapse  when  rolled 
down  an  embankment.  The  requirements  for  the  railway  mail 
service  are  that  a  static  resistance  of  400,000  pounds  shall  be 
provided  in  the  underframe  members,  which  shall  be  so  tied  to- 
gether as  to  act  as  a  unit.  That  the  stresses  shall  not  exceed 
16,000  pounds  per  square  inch.  Further  that  the  ends  shall  be 
designed  to  resist  horizontal  forces  applied  at  a  distance  18  inches 
above  the  floor  line.  This  provision  is  made  to  prevent  tele- 
scoping. 

The  steel  car  reaches  such  a  degree  of  rigidity,  when  these 
conditions  are  met  that  provision  of  some  kind  is  necessary  in  a 
shock  absorbing  capacity  for  the  protection  of  the  passengers. 
For  the  latter  purpose  the  idea  of  a  collapsible  vestibule  has  been 
evolved.  It  was  pointed  out  by  Mr.  H.  M.  Estabrook,  President, 
Barney  &  Smith  Car  Company,  that  a  shock  absorbing  length  of 
some  80  feet  would  be  available  in  a  ten-car  train  by  the  use  of 
collapsible  vestibules. 

A  type  of  construction  was  referred  to  in  which  steel  castings 
were  used,  in  one  piece,  for  bottom  frame  and  end  framing* 
from  the  body  bolster  outward  to  the  platform  and  buffer  beam. 
Steel  castings  are  being  made  use  of  in  many  places  in  car  and 
truck  construction.  The  difficulties  of  obtaining  sound  castings 
should  not  be  lost  sight  of  nor  the  desirability  of  using  well 
annealed  castings. 

•Steel  interior  finish  was  recommended  avoiding  the  troubles 
which  are  experienced  due  to  difference  in  expansion  of  steel  and 
wood.  A  change  in  temperature  of  100  degrees  F.  of  a  70-foot 
steel  car  changes  its  length  about  one-half  an  inch.  Steel  prevents 
splintering  in  case  of  wreck. 

The  preservation  of  the  metal  against  rusting  and  giving  great- 
er durability  to  the  painted  surfaces  was  said  to  be  promoted 
by  baking  the  steel  cars  in  ovensi  heated  to  about  250  degrees  F. ; 
the  varnish  coat  being  exposed  to  a  temperature  of  120  to  150  de- 
grees. The  preservation  of  the  steel  car  against  oxidation  and 
maintaining  the  integrity  of  its  riveted  connections  against  loose- 
ness from  service  strains  are  important  considerations. 

In  regard  to  the  question  of  securing  cars  comfortable  against 
climatic  influences,  and  having  reference  to  winter  conditions,  it 
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was  stated  that  a  car  exceptionally  well  insulated  showed  it  to  be 
"warmer  than  the  ordinary  wooden  car,  the  same  amount  of  heat- 
ing surface  being  used  in  both  types."  To  the  touch  metal  work 
gives  the  impression  of  being  cold  at  normal  temperatures,  on  ac- 
count of  its  greater  conductivity  than  wood. 

The  advantages  of  double  windows  were  mentioned,  remarks 
by  Mr.  W.  F.  Kiesel,  of  the  Pennsylvania  Railroad,  being  that 

"when  single  windows  were  used  the  air  close  to  the  windows  is  cold  in  winter 
and  warm  in  summer."  The  "heat  lost  in  cold  weather  by  conduction  through 
and— radiation  from  the  walls,  in  cars  with  the  insulation  on  the  lining  alone,  is 
negligible  when  compared  with  the  heat  carried  off  by  adequate  ventilation.  Ex- 
periments made  to  determine  the  difference  between  a  wooden  and  a  steel  coach, 
with  doors  and  windows  closed,  standing  on  a  siding  exposed  to  the  sun  in  hot, 
summer  weather,  showed  a  difference  of  one  or  two  degrees  in  favor  of  the 
wooden  coach.  One  day's  readings  showed  an  average  of  one  degree  difference 
in  temperature  in  favor  of  the  steel  coach,  which  had  insulation  only  on  the  outside 
of  the  lining." 

Mr.  A.  L.  Humphrey,  Vice-President  and  General  Manager, 
Westinghouse  Air  Brake  Company,  under  the  subject  of  Air 
Brakes  for  Heavy  Steel  Passenger  Cars,  among  other  remarks, 
made  the  following  comments : 

."When  we  consider  that  a  distance  of  8  to  12  miles  for  a  locomotive  of  modern 
design,  hauling  a  train  of  say  ten  cars,  to  accelerate  to  a  speed  of  80  miles  per  hour 
and  that  this  same  train  should  be  brought  to  a  standstill  within  the  shortest 
possible  time,  say  in  one-tenth  of  the  distance  required  to  accelerate  to  this  speed, 
it  is  hardly  conceivable  that  this  can  be  done  with  the  means  available  which  is  a 
retarding  force  produced  by  factional  contact  of  metal  shoes  against  the  wheels, 
which  is  in  turn  limited  by  the  adhesion  between  the  wheels  and  the  rail.  : 
The  air  brake  itself  is  practically  limitless  in  the  amount  of  force  obtainable,  but 
the  practical  application  of  this  force  is  where  the  line  must  be  drawn.  In  this 
connection  it  is  worthy  of  note  that  the  brake  shoe  to-day  has  about  four  times 
as  much  work  to  do  as  it  had  30  years  ago.  *  *  *  The  matter  of  time  of  trans- 
mission of  compressed  air  was  not  so  important  a  factor  with  the  shorter  trains 
and  slower  speeds  as  it  is  to-day,  where  a  train  running  at  80  miles  per  hour 
passes  over  a  distance  of  117  feet  per  second;  consequently  a  few  seconds'  saving 
in  the  time  of  getting  the  brakes  fully  to  apply  is  just  so  muoh  relative  gain  in  the 
time  and  length  of  stop.  With  the  latest  improved  pneumatic  equipment,  the 
maximum  brake  cylinder  pressure  can  be  obtained  throughout  a  modern  train  of 
ten  cars  in  4  seconds,  which  is  the  shortest  possible  time  that  this  can  be  obtained 
by  serial  quick  action  through  a  train  of  this  length.  For  the  purpose  of  shorten- 
ing this  time  serious  consideration  is  being  given  by  some  railroad  officials  to  the 
type  of  brake  equipment  used  on  the  New  York  subway,  and  known  as  the  'electro- 
pneumatic,'  which  would  not  only  tend  to  cut  the  time  of  full  application  in  two, 
but  by  means  of  the  electric  control  all  brakes  are  applied  simultaneously,  which 
not  only  assists  in  shortening  the  stop  but  in  preventing  shocks,  etc. 

"Another  equally  important  factor  now  coming  more  prominently  into  use  is  the 
application  of  brake  shoes  to  each  side  of  the  wheel,  known  as  clasp  brakes.  The 
virtue  of  clasp  brakes,  however,  is  not  so  much  in  the  aid  they  afford  in  shortening 
the  stop  as  in  the  equalizing  effects  of  pressure  on  the  wheels,  journal  box  bearings 
and  trucks,  the  minimizing  of  lost  motion  which  affects  the  brakes  through  in- 
creased piston  travel,  and  the  less  tendency  toward  wheel  sliding  while  the  brakes 
are  applied." 
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The  suggestion  of  the  use  of  collapsible  vestibules  for  shock  ab- 
sorbing purposes  leads  to  a  consideration  of  the  elements  of  dan- 
ger incident  to  the  sudden  arrest  of  the  speed  of  a  train,  in  its 
effect  upon  the  passengers.  Assuming  the  strength  of  the  car  to 
be  sufficient  to  keep  outside  material  from  entering,  and  disre- 
garding the  impact  of  the  passengers  against  the  sides  of  the  car 
from  within,  the  question  then  presents  itself  as  to  what  degree 
of  retardation  in  speed  passengers  can  endure  without  discomfort 
or  danger  to  life.  If  the  motion  of  a  train  equipped  with  collaps- 
ible vestibules  was  destroyed  by  collision  at  one  end,  it  is  evident 
the  different  cars  would  be  brought  to  a  state  of  rest  under  dif- 
ferent degrees  of  retardation,  and  passengers  in  the  several  cars 
would  be  exposed  to  different  retarding  effects.  The  suddenness 
of  the  retardation  would  be  very  great  in  the  forward  part  of  the 
train,  diminishing  in  severity  toward  the  rear  portion  where  this 
type  of  equipment  would  reach  its  highest  state  of  efficiency.  The 
portion  of  the  train  which  would  not  be  benefited  would  be  that 
in  which  the  rate  of  retardation  of  speed  was  greater  than  could 
be  endured  by  the  passengers,  if  such  a  limit  was  reached.  The 
following  letter  from  Mr.  Thomas  E.  Brown,  Consulting  Engineer 
of  the  Otis  Elevator  Company,  furnishes  information  upon  this 
important  feature: 

"Our  experiments  and  experience  have  been  entirely  with  passengers  traveling 
vertically  and  standing  on  their  feet,  where  the  effects  of  retardation  have  been 
along  the  axis  of  the  body,  the  stress  being  principally  on  the  ankles  and  spine. 
Under  these  conditions,  I,  and  some  of  my  associates,  have  been  subjected  to 
retardations  as  high  as  72  feet  per  second,  per  second.  Such  a  retardation  can  be 
sustained  without  injury,  and  in  fact,  without  much  discomfort.  The  stress  on  the 
ankles  is  quite  noticeable. 

"A  man  lying  flat  on  the  floor  of  an  elevator  car  could,  without  doubt,  withstand 
at  least  double  this  retardation  without  serious  inconvenience. 

"In  air  cushion  practice  it  is  customary  to  allow  for  retardations  of  five  or  even 
six  times  that  of  gravity,  i.  e.,  retardations  up  to  nearly  200  feet  per  second,  per 
second,  and  it  is  considered  that  even  this  high  retardation  will  not  be  injurious 
to  life.  Naturally,  but  few  actual  tests  with  human  beings  at  such  high  retarda- 
tions have  been  made  but  there  are  several  instances  on  record  where  it  has  been 
sustained  without  any  serious  injury.  Unfortunately,  there  have  been  cases  in  such 
tests  where  serious  injuries  and  even  death  have  resulted  but  there  is  reason  to 
believe  that  in  these  cases,  through  faulty  design,  the  retardations  were  considerably 
in  excess  of  five  or  six  times  that  of  gravity. 

"Naturally,  the  physical  condition  and  especially  the  position  of  the  subject  when 
undergoing  such  a  shock  must  be  taken  into  consideration;  thus  a  man  in  a  sleeping 
berth  with  feet  toward  the  engine  would  not  be  likely  to  be  killed  and  perhaps  not 
even  injured  by  a  retardation  of  150  to  200  feet  per  second,  per  second,  whereas, 
it  is  doubtful  whether  a  man  riding  head  foremost  under  the  same  conditions 
might  not  receive  a  broken  neck. 

"My  own  opinion  is,  that  if  the  railroad  car  remains  on  the  roadbed  and  is 
sufficiently  strong  not  to  be  destroyed  or  splintered  by  the  shock,  the  passengers, 
with  the  exceptions  of  such  as  may  be  in  an  unfortunate  position,  are  not  liable 
to  sustain  other  than  minor  injuries  with  any  stop  liable  to  occur  in  a  derailment 
or  even  a  collision.  In  other  words,  assuming  the  conditions  expressed!  to.  your 
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letter,  viz:  'disregarding  all  dangers  from  passengers  coming  into  contact  with  the 
car,'  I  am  of  the  opinion  that  the  passengers  can  stand  any  retardation  that  the  car 
itself  can  stand. 

"In  this  connection  I  would  suggest  careful  consideration  of  the  fastening  ot  the 
seats  to  the  floor  of  passenger  cars." 

There  can  be  no  doubt  that  steel  cars  are  better  and  safer  than 
those  of  wooden  construction.  Experience  in  collisions  and  de- 
railments in  which  direct  comparisons  have  been  made  furnishes 
abundant  proof  on  this  question. 

Their  superiority  is  reached  by  the  selection  and  use  of  suitable 
materials  in  their  fabrication,  and  also  by  giving  proper  attention 
to  the  details  of  design  and  construction.  Steel  car  construction 
will  be  perfected  after  a  careful  study  of  those  conditions  to  which 
the  car  will  be  exposed  in  service,  and  in  meeting  those  require- 
ments in  a  suitable  manner. 

The  art  of  making  the  best  steel  car  may  not  yet  have  been 
reached,  but  the  added  feature  of  safety  and  other  inherent  ad- 
vantages which  belong  to  this  type  of  car  have  been  thoroughly 
demonstrated  by  the  experience  of  the  past  few  years  and  are  well 
recognized.  It  is  obvious  that  the  greatest  degree  of  safety  is  to 
be  derived  from  the  exclusive  use  in  all  passenger  trains  of  cars 
of  this  type,  and  that  their  highest  state  of  development  will  be 
attained  as  a  result  of  the  accumulation  of  data  regarding  their 
practical  service,  as  well  as  by  the  proper  observance  of  the 
rules  of  construction  fitting  this  class  of  car. 

In  conclusion  it  may  be  remarked  that  there  has  been  witnessed 
a  notable  increase  from  year  to  year  in  the  loads  to  which  rails 
and  the  working  parts  of  equipment  have  been  subjected,  while 
the  tendency  toward  further  increase  still  prevails.  This  has 
resulted  in  placing  railway  material  in  a  class  which  is  charac- 
terized by  the  severity  of  its  treatment. 

In  no  other  situation,  involving  danger  to  life  and  personal  in- 
jury, is  material  used  with  so  slender  a  margin  in  strength,  judg- 
ing from  the  annual  statistics  of  accidents.  Howrever,  concerning 
the  actual  stresses  endured  by  railway  material  and  the  manner  of 
its  failure  there  is  meagre  information. 

In  comparison  with  other  engineering  uses  of  the  materials  of 
construction,  knowledge  of  the  working  stresses  in  railway  ma- 
terials is  in  a  very  backward  state.  In  fact  it  is  hardly  apparent 
that  diligent  efforts  have  been  made  to  supply  this  deficiency. 

No  other  service  furnishes  so  extended  a  list  of  annual  failures, 
which  in  part  is  attributed  to  this  lack  of  information,  nor  would 
such  an  exhibit  of  failures  be  tolerated  in  anv  other  branch  of 


436  NATIONAL  ASSOCIATION   OF  RAILWAY  COMMISSIONERS. 

engineering.  Many  of  these  failures  are  believed  to  be  of  a  pre- 
ventable nature,  and  even  in  the  light  of  present  knowledge  could 
be  guarded  against. 

The  present  situation  makes  the  question  a  pertinent  one 
whether  there  should  not  be  some  State  or  Federal  supervision 
of  this  class  of  material  which  is  exhibiting  so  many  failures. 
State  and  municipal  supervision  is  now  exercised  over  certain 
kinds  of  material,  and  Federal  authority  in  a  number  of  direc- 
tions. Nevertheless,  railway  material  is  in  general  notable  for 
its  exemption  from  all  supervision  of  any  kind.,  State  or  Federal. 

The  collapse  of  a  railroad  bridge  in  the  Commonwealth  of  Mas- 
sachusetts immediately  led  to  the  examination  of  that  class  of 
structures  in  that  State.  Municipal  authorities  inspect  and  super- 
vise the  erection  of  buildings  and  the  bridges  for  highway  pur- 
poses. They  also  inspect  and  supervise  elevators  for  passenger 
carrying  purposes.  Travel  in  a  vertical  direction  is  thus  under 
municipal  surveillance,  for  the  better  protection  of  the  public, 
the  beneficial  results  of  which  appear  in  the  small  number  of 
fatalities. 

Loads  which  are  believed  to  be  within  safe  limits  with  suitable 
factors  of  safety,  are  prescribed  in  each  of  these  examples  of 
Federal,  State  and  Municipal  supervision. 

In  respect  to  the  collection  of  data,  rail  statistics  should  be 
gathered  and  made  available  which  shall  be  competent  to  show 
the  causes  of  failure  and  the  manner  in  which  they  are  reached. 

Fractured  rails  should  be  examined  by  those  familiar  with 
reading  fractured  surfaces  in  order  that  the  causes  of  failure  may 
be  made  a  matter  of  record  to  aid  in  their  future  elimination  un- 
der similar  conditions  of  service.  For  the  purpose  of  corrective 
data  it  is  of  greater  consequence  to  ascertain  and  define  the 
exact  causes  of  failure  than  to  enumerate  the  number  of  annual 
rail  failures. 

In  the  case  of  rails  and  rail  steel  the  primitive  condition  of  the 
structural  state  of  the  metal  in  the  ingot  should  be  ascertained. 

In  axles  the  conditions  attending  forging  operations  should  be 
of  a  nature  to  insure  a  satisfactory  product,  and  the  subsequent 
mechanical  operations  conducted  in  such  a  manner  as  will  fur- 
nish reliable  material  for  the  service  conditions  to  which  axles 
are  exposed. 

In  steel  car  construction,  the  general  design  of  the  car  should 
receive  careful  consideration  and  the  structural  soundness  of  the 
steel  casting  and  their  properties  at  critical  places  in  the  car 
should  be  ascertained. 
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The  fundamental  and  basic  conditions  which  control  in  giving 
the  materials  the  necessary  physical  properties  to  meet  service 
conditions  should  be  ascertained  and  their  presence  assured  in 
the  material  which  is  actually  put  into  use.  Finally,  service 
stresses  should  be  accurately  ascertained  and  denned  and  the 
overworking  of  materials  on  which  the  safety  of  life  depends 
should  not  be  permitted. 

C.  C.  McCHOBD, 

Chairman* 

D.  BOYLE. 

WILLIAM   F.   WOERNER. 
MILTON  J.  BRECHT. 


Mr.  TRAVIS,,  of  North  Carolina.  Mr.  President,  I  believe  a  mo- 
tion has  already  been  made  that  this  report  with  the  others 
remaining  be  received  and  printed,  so  that  is  disposed  of. 

The  PRESIDENT.  That  is  correct. 


REPORT   OF   THE   COMMITTEE    ON    SHIPPERS'   CLAIMS. 

At  the  last  annual  convention  of  this  association  it  approved 
two  forms  for  use  by  shippers  in  presenting  claims  against 
carriers,  one  for  overcharge  claims  and  one  for  loss  and  dam- 
age claims.  In  the  meantime  the  National  Industrial  Traffic 
League  and  the  Interstate  Commerce  Commission  also  have  ap- 
proved the  forms,  and  it  is  understood  that  their  use  among 
shippers  and  carriers  is  now  quite  general.  It  is  expected  that 
these  forms  will  do  much  to  standardize  the  presentation  of 
claims,  thus  bringing  about  uniform  methods  of  investigation 
and  proper  and  more  prompt  adjustments.  Misunderstandings, 
concerning  the  evidence  and  documents  necessary  to  support 
claims  when  presented  have  caused  much  friction  and  bad  feel- 
ing between  shippers  and  carriers.  Therefore  it  is  manifest  that 
anything  that  will  help  to  standardize  and  unify  the  presen- 
tation of  claims  will  go  a  long  way  toward  creating  a  more  co- 
operative spirit  and  a  better  understanding  which  should  ulti- 
mately result  in  much  better  sendee  to  the  public  in  the  handling 
of  claims. 

Your  committee  has  obtained   statistics  from  the   Interstate 
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Commerce  Commission  which  reflect  to  some  extent  the  progress 
being  made  by  carriers  in  the  investigation  and  adjustment  of 
claims.  These  statistics  cover  the  period  from  January  1,  1914, 
to  June  30,  1914,  and  represent  the  number  of  claims  presented 
to  steam  carriers  having  annual  revenues  exceeding  $1,000,000, 
and  the  number  of  such  claims  adjusted  by  them  during  that 
period.  The  mileage  represented  by  the  reporting  carriers  is 
220.062,  or  approximately  ninety  per  cent,  of  the  total  mileage 
of  the  United  States. 

A  condensed  summary  of  the  figures  follows: 

CLAIMS   PRESENTED. 

Loss  and 

Damage  Overcharge     Total 

Interstate  "Local,"                            379,007  117,445         496,512 

"           "Interline,"                      864,317  401,722      1,266,039 


Interstate,  Total,  1,243,902        519,167      1,762,551 

Intrastate  "Local,"  397,902         120,937         518,839 

"Interline,"  98,495  45,111         143,606 


Intrastate,  Total,  496,397         166,048         662,445 


Grand   Total,  1,739,781         685,215      2,424,996 


Percentage  of  "Interstate"  claims,  73 

Percentage  of  "Intrastate"  claims,  27 


NOTE:  The  term  "Local"  pertains  to  claims   in   connection   with  traffic  handled 
by  one  carrier ;  "Interline"  handled  by  two  or  more  carriers. 

NUMBER   OF   THE   ABOVE    CLAIMS   THAT   WERE    ADJUSTED. 

Manner  of  Adjustment 

Character  of  Claims.     Paid  Declined     Withdrawn     Total 

Loss  and  Damage,      1,240,837         107,687  20,062      1,368,586 

Overcharge,  439,204  78,603  9,039         526,846 


Grand  Total,  1,680,041         186,290          29,101      1,895,432 


Percentage  88.6  9.8  1.6 
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DIVISION    OF    TIME    IX    AVIIK'II    ADJUSTMENTS    WERE    ACCOMPLISHED. 


Period  of  Adjustment 
After  receipt : 

Within   15    days, 
Between  15  and  30  days, 
Between  30  and  60  days, 
Between  00  and  90  days, 
Between  90  and  120  days, 
Between  120  and  180  days, 

Grand   Total, 


Loss  and 

Damage 

Overchar 

769,786 

266,444 

248,869 

115,437 

•JO-J.897 

!)0  226 

89,562 

33,550 

41,297 

15,846 

16,175 

5,343 

Percentage 

Relation 

of  Each 
e    Period  Total 


19 

1G 

6 

3 

1 


1,368,586 


526,846 


100 


1,036,230 

364,305 

293,123 

123,112 

57,143 

21,518- 

1,895,432: 


There  remained  unadjusted  at  the  end  of  the  six-month  period 
529,564  claims,  or  22  per  cent,  of  the  claims  received.  This  does 
not  mean,  as  might  be  inferred,  that  these  claims  have  been  in 
the  hands  of  the  carriers  for  six  months  or  that  it  has  required 
longer  than  six  months  to  adjust  them.  It  means  simply  that  at 
the  end  of  a,  selected  period  22  per  cent,  of  the  claims  received 
during  that  period  were  carried  over  to  the  next  period.  In  fact, 
the  general  showing  indicates  that  the  majority  of  the  unad- 
justed claims  were  presented  to  carriers  in  the  last  thirty  days 
of  the  period. 

It  will  be  observed  that  of  the  2,424,996  claims  received  during 
the  period,  1,895,432,  or  78  per  cent.,  were  adjusted.  Of  the 
1,895,432  adjusted,  88.0  per  cent,  were  paid,  9.8  per  cent,  de- 
clined, and  1.6  per  cent,  withdrawn.  These  percentages  tend  to 
refute  to  some  extent  the  assertion  so  often  made,  that  carriers 
purposely  evade  payment  of  a  large  proportion  of  claims.  Of 
the  1,895,432  claims  adjusted  in  the  period  of  six  months,  1,400,- 
536,  or  74  per  cent.,  were  adjusted  within  thirty  days  after  re- 
ceipt, 293,123,  or  16  per  cent.,  were  adjusted  in  from  thirty  to 
sixty  days  after  receipt,  and  201,773,  or  10  per  cent,  were  ad- 
justed in  from  sixty  to  one  hundred  and  eighty  days  after  receipt. 
In  other  words,  all  but  10  per  cent,  were  adjusted  within  sixty 
days  after  receipt.  These  figures  show  that  the  majority  of 
claims  were  adjusted  within  thirty  days  after  receipt,  from  which 
it  may  be  inferred  that  claims  not  adjusted  within  thirty  days 
were  either  improperly  presented  or  were  of  a  peculiar  or  special 
character. 

These  statistics  should,  and  no  doubt  will,  serve  to  stimulate 
carriers  to  greater  zeal  in  the  general  question  of  claims  :and  in 
the  desire  to  maintain  the  most  efficient  organization  for  the 
handling  of  them. 
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There  is  appended  to  this  report  a  recapitulation  of  the  classi- 
fied statement  of  amounts  adjusted  for  loss  and  damage  to  freight 
by  steam  railway  carriers  from  January  1,  1914,  to  June  30,  1914. 
This  statement  also  was  made  from  figures  procured  from  the 
Interstate  Commerce  Commission.  The  classification  shows 
claim  causes  and  principal  commodities.  This  information  should 
be  of  value  both  to  carriers  and  to  Commissions.  It  should  en- 
able carriers  to  ascertain  the  causes  of  the  large  payments  for 
loss  and  damage,  and  to  remedy  the  situation  by  removing  the 
causes.  The  commissions  might  find  the  information  valuable 
in  connection  with  the  question  of  rates,  since  information  of 
this  character  shows  to  some  extent  the  risk  involved  in  the  trans- 
portation of  particular  commodities.  It  also  indicates  whether 
or  not  carriers  are  permitting  their  revenues  to  be  dissipated 
through  failure  to  exercise  diligence  in  the  prevention  of  claims. 

The  total  amount  adjusted  for  loss  and  damage  during  this 
six-month  period  was  $17,185,818,  and  of  this  amount  43.81  per 
cent,  lias  been  charged  to  two  causes,  namely,  "unlocated  loss" 
23.96  per  cent.,  and  "unlocated  damage"  19.85  per  cent. 

The  terms  "unlocated  loss"  and  "unlocated  damage"  represent 
amounts  paid  011  account  of  loss  and  damage  developed  before 
the  delivery  of  freight  to  consignees,  and  not  assignable  to  more 
specific  causes.  Loss  and  damage  is  an  economic  waste  and  this 
waste  can  be  obviated  only  by  ascertaining  the  causes  thereof. 
The  American  Railway  Association  and  the  Freight  Claim  As- 
sociation have  taken  steps  to  ascertain  the  causes  and  to  remove, 
or  at  least  minimize,  them.  By  reference  to  the  classified  state- 
ment it  will  be  noted  that  the  major  portion  of  the  amount 
charged  to  unlocated  loss  represents  the  loss  of  whole  packages. 
Particular  mention  is  made  of  this  because  it  is  urged  that  these 
losses  result  largely  from  the  use  of  shipping  containers  improp- 
erly or  inadequately  marked. 

In  recent  years  there  has  been  an  abnormal  increase  in  the  pay- 
ments for  loss  and  damage  to  freight.  To  illustrate :  The  amount 
paid  on  this  account  has  grown  from  f 7,055,622  in  1900,  to  $30,- 
•885,454  in  1913,  an  increase  of  337  per  cent.  During  that  period 
freight  earnings  have  increased  109  per  cent.  The  increase  in 
the  payments  for  loss  and  damage  to  freight  is,  therefore,  entire- 
ly out  of  proportion  to  the  increase  in  freight  business.  Several 
reasons  may  be  given  for  this  increase.  Important  among  them 
is  the  tendency  of  shippers  to  use  and  of  carriers  to  accept  a 
•cheaper  and  frailer  grade  of  shipping  containers.  As  damage 
claims  increase  the  expense  of  carriage  and  thus  affect  the  rates, 
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it  seems  altogether  reasonable,  in  the  interest  of  the  general  ship- 
ping public  as  well  as  in  the  interest  of  carriers  themselves,  to 
discourage  the  use  of  shipping  methods  and  shipping  containers 
that  arc  lacking  in  safety.  There  is  a  certain  public  interest  in- 
volved in  the  proposition  that  carriers  may  properly  insist  upon, 
and  indeed  ought  to  require,  the  use  of  substantial  and  adequate 
b<;xes,  cartons  and  other  packing  cases  for  property  offered  for 
transportation. 

There  are  other  factors  responsible  for  a  large  part  of  the  in- 
crease. One  of  them  is  the  tendency  of  carriers  toward  a  more 
liberal  treatment  of  claims.  Another  is  that  carriers  are  now 
called  upon  to  adjust  many  claims  for  loss  and  damage,  which 
at  one  time  shippers  did  not  present.  The  growing  tendency  of 
shippers  to  employ  men  of  railroad  experience  who  are  expert 
in  transportation  matters  results  in  closer  supervision  of  the  loss 
and  damage  incident  to  transportation.  These  men  are  not  only 
quick  to  find  a  basis  upon  which  to  present  claims,  but  their 
technical  knowledge  of  such  matters  enables  them  to  vigorously 
prosecute  claims  after  presentation.  '  Each  year  finds  shippers 
more  alert  as  to  their  legal  rights,  and  more  exacting  in  their 
demands,  naturally  resulting  in  an  increase  in  claims. 

The  affairs  of  carriers  are  so  interwoven  that  wholesome  co- 
operation among  them  is  essential  to  the  success  of  any  scheme 
which  contemplates  greater  efficiency  and  economy  in  the  matter 
of  claims.  As  a  large  part  of  the  amounts  charged  to  operating 
expenses  for  loss  and  damage  by  one  carrier  represents  that  car- 
rier's proportion  of  claims  paid  directly  to  shippers  by  other 
carriers,  it  is  manifest  that  there  should  be  a  uniform  under- 
standing of  the  principles  relative  to  questions  of  liability  in  the 
handling  of  claims.  The  absence  of  a  uniform  policy  often  re- 
sults in  the  declination  of  certain  classes  of  claims  by  some  car- 
riers and  in  the  payment  of  tlie  same  class  of  claims  by  others. 
The  demoralizing  and  discriminating  practices  that  may  easily 
grow  out  of  such  methods  is  apparent. 

Based  upon  the  information  secured  by  the  Interstate  Com- 
merce Commission  through  its  examiners  and  upon  our  general 
knowledge  of  the  situation,  there  are  grounds  for  the  belief  that 
some  portion  of  the  large  payments  for  loss  and  damage  is  not  a 
proper  charge  against  carriers.  This  belief  appears  especially 
to  be  applicable  to  certain  claims  for  alleged  losses  and  damages 
to  shipments  of  packing  house  products,  to  grain,  to  fruits  and 
vegetables,  to  live  stock,  and  to  claims  for  the  so-called  concealed 
losses.  The  question  of  the  degree  of  the  negligence  of  a  carrier 
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for  losses  and  damages  involves  a  broad  debatable  field  compris- 
ing many  of  the  difficulties  experienced.  There  is  no  fixed  or 
clearly  defined  line  on  the  one  side  of  which  are  circumstances 
and  conditions  which  constitute  negligence,  and  on  the  other  side 
circumstances  and  conditions  which  clearly  acquit,  and  nice  judg- 
ment is  often  needed  to  determine  the  validity  of  such  claims. 
In  some  cases  the  judgment  exercised  is  largely  intluenced  by 
the  volume  of  the  traffic  controlled  by  the  claimant,  or  by  other 
considerations  not  having  a  direct  bearing  upon  the  merits  of 
the  claim.  It  is  obvious  that  in  order  to  avoid  discriminations, 
claims  should  be  adjusted  solely  upon  their  merits,  and  with  only 
a  negative  regard  for  traffic  considerations. 

Among  the  practical  difficulties  under  which  freight  claim 
agents  now  work  is  the  uncertainty  of  the  law  respecting  freight 
claim  liability.  The  practice  and  consequently  the  interpreta- 
tion of  legal  principles  relative  to  freight  claims  seems  to  differ 
in  different  localities,  a  fact  which  causes  much  embarrassment, 
especially  in  interline  settlements.  The  last  report  of  the  com- 
mittee on  shippers'  claims  contains  a  summary  of  the  statutory 
laws  of  the  different  states  and  it  furnishes  a  basis  for  individual 
and  co-operative  study  of  the  subject.  It  is  apparent  that  each 
commission  should  do  all  in  its  power  to  bring  about  a  unifica- 
tion of  the  laws  affecting  freight  claims.  The  extraordinary  in- 
crease in  the  payments  for  loss  and  damage,  the  ease  with  which 
such  claims  may  be  used  as  a  means  of  discrimination,  and  the 
divergency  in  the  practices  concerning  questions  of  liability  em- 
phasize the  need  of  serious  consideration  of  the  question  of  uni- 
form laws  and  uniform  practices. 

So  much  has  been  said  upon  the  general  question  of  overcharge 
and  undercharge  claims  that  it  is  necessary  here  to  refer  only 
to  the  more  fundamental  phases  of  the  question.  Overcharges 
and  undercharges  resulting  from  the  application  of  erroneous 
rates  have  been  accepted  by  carriers  and  by  shippers  as  a  sort  of 
necessary  evil  incident  to  the  handling  of  a  large  volume  of  busi- 
ness. The  human  fallibility  of  course  precludes  the  possibility 
of  entirely  eliminating  overcharges  and  undercharges  resulting 
from  errors,  but  it  is  believed  that  the  number  of  such  errors  is 
susceptible  of  a  substantial  reduction.  It  has  been  urged  that  a 
more  general  use  of  joint  through  billing  between  carriers  would 
remove  one  of  the  most  prolific  causes  of  errors.  It  also  has  been 
urged  that  more  thorough  and  efficient  systems  of  revising  the 
billing  upon  which  charges  are  based  would  not  only  eliminate 
a  great  many  overcharges  and  undercharges,  but  would  enable 
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carriers  promptly  to  adjust  those  which  are  discovered  after  the- 
shippers  have  paid  the  amount  demanded.  It  is  apparent  too- 
that  more  joint  through  rates  and  a  general  simplification  of 
In  riffs  improve  the  situation. 

As  a  general  proposition  carriers  adjust  overcharge  claims 
with  a  fair  degree  of  promptness.  It  appears  that  all  carriers 
are  not  as  diligent  as  they  might  be  in  their  efforts  to  detect 
overcharges,  and  to  arrange  voluntarily  to  refund  them  without 
waiting  for  a  claim,  although  it  is  undoubtedly  true  that  there 
has  been  a  substantial  improvement  in  this  respect.  There  ap- 
pears to  be  an  even  greater  lack  of  diligence  in  the  detection  and; 
collection  of  undercharges.  It  frequently  happens  that  shippers 
are  not  advised  of  undercharges  until  months, '  sometimes  years, 
after  the  shipping  transaction  occurred.  In  such  cases  the 
shippers  having  disposed  of  the  matter,  object  to  paying  addi- 
tional charges  and  when  informed  that  under  the  law  they  must 
pay  the  charges  demanded,  they  feel  that  they  are  being  imposed 
upon  and  thereafter  not  infrequently  assume  a  hostile  attitude 
both  to  the  law  and  to  the  carriers. 

Broadly  speaking,  the  full  responsibility  of  carriers  is  not  dis- 
charged by  the  mere  act  of  adjusting  overcharges  and  under- 
charges after  they  occur.  As  each  overcharge  and  each  tinder- 
charge  is  in  theory  at  least  a  violation  of  the  law,  it  is  plainly 
the  duty  of  carriers  to  make  substantial  efforts  to  correct  the 
conditions  which  create  them.  It  must  be  obvious  to  all  con- 
cerned that  carriers  should  give  earnest  consideration  to  any 
plan  or  plans  that  will  reduce  to  a  minimum  the  possibility  of 
errors  in  assessing  transportation  charges. 

JAMES  S.  HARLAN,  Chairman,. 
IRA  B.  MILLS, 
JAMES  L.  CLARK, 
EDWARD  L.  TRAVIS, 
SAMUEL  E.  HUDSON, 
*  HENRY  L.  DRAYTON, 
**  J.  E.  LOVE. 


*  Mr.    Drayton   advises   that   because   of   his   inability   to   give   the   question    the 
attention  it  requires,  he  is  unable  to  join  in  the  report. 

**Authority  to  append  signature  to  this  report  not  received. 
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Mr.  TRAVIS,  of  North  Carolina.  In  behalf  of  the  Committee  on 
Shippers'  Claims,  while  I  Avill  not  delay  the  Association  to  read 
the  report,  I  should  like  briefly  to  call  the  attention  of  the  Asso- 
ciation to  one  feature  of  it,  and  I  think  it  will  be  as  surprising 
and  interesting  to  you  as  it  was  to  me. 

The  very  complete  statistics  used  in  this  report  showing  the 
number  of  shippers'  claims  filed"  within  six  months  for  all  the 
carriers,  and  the  number  of  them  paid  and  adjusted,  were  pre- 
pared by  Examiner  Quirk  of  the  Interstate  Commerce  Commis- 
sion. In  view  of  the  wide-spread  impression  of  the  great  delay 
on  the  part  of  carriers  in  paying  shippers'  claims  for  loss,  dam- 
age and  overcharges,  the  prevalent  opinion  being  that  they  avoid 
the  payment  of  as  many  as  possible,  these  statistics  will  be  quite 
a  surprise.  It  is  disclosed  that,  out  of  all  claims  filed  there  are 
actually  paid  by  the  carriers  88  per  cent.  They  decline  only  9.8 
per  cent.,  and  1.6  per  cent,  are  withdrawn.  That  is  out  of  a 
total  number  of  claims  of  2,224,996. 

Mr.  BURR,  of  Florida.  That  is,  of  claims  made  or  actually  filed? 

Mr.  TRAVIS,  of  North  Carolina,  Yes. 

Mr.  BURR,  of  Florida.  What  with  reference  to  the  payment 
back  to  shippers  of  overcharges,  which  the  shipper  has  not 
detected? 

Mr.  TRAVIS,  of  North  Carolina,  I  do  not  suppose  there  is  any 
information  upon  that. 

Mr.  BURR,  of  Florida.  The  carriers  lay  great  stress  on  the  fact 
that  they  pay  such  claims  as  that.  I  think  perhaps  it  might  be 
interesting  to  know  the  extent  to  which  they  do  it. 

Mr.  TRAVIS,  of  North  Carolina,  Now,  as  to  the  time  in  which 
these  claims  are  paid,  we  find  that  55  per  cent,  of  these  claims 
have  been  paid  within  15  days  after  they  were  received  by  the 
carrier,  which  is  a  greater  percentage  than  I  thought  were  paid 
altogether,  until  I  got  these  statistics ;  that  19  per  cent,  are  paid 
within  30  days;  16  per  cent,  within  60  days;  6  per  cent,  within 
90  days;  3  per  cent,  within  120  days,  and  1  per  cent,  within 
180  days. 

REPORT  OF  THE   COMMITTEE  ON  STATISTICS  AND  ACCOUNTS 
OF  ELECTRIC  RAILWAYS. 

The  need  for  uniform  and  comparable  statistics  of  electric 
railways  has  been  emphasized  year  after  year  at  conventions  of 
the  Association,  and  has  been  made  even  more  manifest  than 
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heretofore  by  the  developments  of  the  past  year.  Recent  legis- 
lation in  the  States  of  Pennsylvania,  Ohio,  Indiana,  Illinois  and 
Missouri  has  placed  under  public  supervision  the  statistics  and 
accounts  of  electric  railways  in  this  large  area,  embracing  a 
considerable  proportion  of  the  mileage  of  the  entire  country.  In 
order  that  the  Committee  might  be  in  a  position  to  render  to  new 
commissions  the  assistance  that  many  of  them  sought,  it  seemed 
desirable  for  the  Committee  to  communicate  with  all  of  the  state 
commissions  and  obtain  first-hand  information  concerning  their 
powers  over  accounting  procedure  and  the  action  thus  far  taken 
in  the  exercise  of  such  powers,-  with  particular  reference  to  the 
important  question  of  depreciation.  Accordingly,  a  circular  letter 
of  inquiry  was  sent  to  each  of  the  48  commissions  under  date  of 
July  21,  1914,  requesting  information  on  the  following  matters: 

(1)  Does  the  governing  statute  in  your  state  confer  upon 
your  commission  the  power  of  prescribing  a  classification  or 
system  of  accounts  for  all  street  and  electric  railways?     If 
not,  does  your  commission  possess  authority  to  require  elec- 
tric railways  to  make  reports  in  the  form  prescribed  by  the 
Commission? 

(2)  What,  if  any,  are  the  limitations  or  restrictions  upon 
the  grant  of  power  to  prescribe  accounting  rules? 

(3)  What  is  the  extent  of  your  authority  in  the  matter  of 
requiring  utilities  to  provide  for  depreciation  and  to  set  up 
depreciation  accounts? 

( 4 )  What  requirements  have  been  established  by  your  com- 
mission with  respect  to  depreciation  accounts? 

(5)  Has  your  commission 'prescribed  or  adopted  a  complete 
or  a  partial  classification  of  accounts  for  electric  railways? 
At  what  date  or  dates  effective? 

(6)  Will  you  favor  the  Committee  with  a  copy  of  your 
classification? 
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TABLE     SHOWING    STATUS    OF    EACH    COMMONWEALTH    IN    RESPECT     TO 
ELECTRIC    RAILWAY    ACCOUNTING    REGULATION. 


STATE 
1  Alabama    

Definite  informa- 
tion  lacking. 

v.  KJ  States  that  have 
.  .  ?s.  :  .  .  .  i*<  .  n  no  Commission. 

Commissions 
.  >>  >^>vi.  ......  m  w  w  «•  •  •  •  «•  •  without  jurisdic- 

:  :  :  :  :  :  :  :  rf  w?<  x  *  K  w.  .  .  .  PS.  .  ti0n  over  electric 

railways. 

Reports  required 
X  of  electric  rail- 
ways. 

Commissions  that 
*  have  authority  to 
P^CJ  presc^'be  accounts 
as  well  as  require 
reports. 

Date  when  com- 
plete systems  of 
accounts  became 
effective. 

2  Arizona    

3*Arkansas    

4*California    ...'  

X 
X 

5*Colorado    

6  Connecticut    
7  Delaware     
8*Florida     

X 

9*Georgia    
10*Idaho    

ll*Illinois    

X 
X 

X 
X 

12  Indiana    



13*Iowa    
14  Kansas     

X(interurban) 

x 

15*Kentucky    
16*Louisiana    

X 

X 

X 

July  1,  1911 

19*Massachusetts    
20*Michigan     

•• 

X(interurban) 

21*Minnesota    

X(suburban) 

22  Mississippi    

X 

23*Missouri     

X 
X 
X 

X 
X 
X 

24*Montana    

July  1,  1913 

26*Nevada    

27*New    Hampshire... 
28*New   Jersey  
29*New    Mexico  
30*New   York    (2)  

31  North    Carolina  
32*North    Dakota  
33*Ohio     

X 

Jan.  1,  1913 

X 

X 

July  1,  1909 

X 
X 
X 

X 

34*Oklahoma    

35*Oregon     

36*Pennsvlvania     
37*Rhode   Island  
38  South  Carolina  

X 

X 

39*South    Dakota  
40*Tennessee    

41*Texas    
42  Utah    

43  Vermont    
44*Virginia    
45*Washington    

46*West    Virginia  
47*Wisconsin     

.. 

X 
X 
X 



X 

X 

July  1,  1909 

49*District  of  Columbia 
50  Alaska    

X 

X 

Total 

'  I  ° 

8 

9 

26 

*  Indicates  Commissions  that  furnished  information  to  Committee  (37). 


PROCEEDINGS   OF   THE    CONVENTION.  447 

The  gratifying  response  made  by  the  various  commissions  to 
these  inquiries  is  appreciated  by  the  Committee,  which  as  a  result 
has  been  placed  in  possession  of  more  precise  information  on  the 
subject  than  has  heretofore  been  available.  A  summary  is  given 
herewith. 

For  the  sake  of  completeness  the  summary  is  made  to  include 
the  three  States  (Delaware,  Utah  and  Wyoming)  that  have  not  as 
yet  provided  for  public  utility  regulation  and  also  two  territorial 
districts,  Alaska  and  District  of  Columbia,  that  possess  public 
utility  commissions.  New  York  State,  which  has  two  commis- 
sions, is  here  treated  as  a  single  unit.  It  has  but  one  governing 
statute  and  the  accounting  regulations  prescribed  by  the  two 
commissions  are  virtually  identical. 

Of  the  47  commissions,  37  have  furnished  information  to  the 
Committee,  while  of  the  10  that  did  not  answer  the  inquiries 
sufficient  information  was  at  hand  to  permit  classification  of  all 
but  four,  viz.,  Mississippi,  North  Carolina,  South  Carolina  and 
Alaska.  It  seems  likely  that  most  of  these  commissions  are  with- 
out jurisdiction  over  the  accounts  of  electric  railways,  which  is 
definitely  reported  to  be  the  situation  in  the  following  8  States: 

Arkansas  North  Dakota 

Florida  South  Dakota 

Kentucky  Tennessee 

Louisiana  Texas 

The  remaining  35  commissions  have  power  to  require  reports 
if  not  to  prescribe  the  accounting  procedure  of  electric  railways. 
In  9  States  the  power  of  the  Commission  seems  to  be  limited  to 
determining  the  form  of  report,  but  in  26  States  the  Commis- 
sion may  prescribe  rules  of  accounting  as  well  as  the  forms  of 
report.  This  is  nine  more  than  the  number  reported  by  your 
Committee  last  year  on  the  basis  of  the  statutes  of  1911.  As  a 
matter  of  fact,  the  following  10  States  have  been  added  to  last 
year's  list: 

Colorado  Montana 

Idaho  Nevada 

Illinois  Oklahoma 

Indiana  Pennsylvania 

Missouri  Virginia 

On  the  other  hand,  Texas  has  been  eliminated  from  the  list  on 
the  basis  of  the  definite  statement  of  the  Railroad  Commission  of 
Texas  that  its  "jurisdiction  does  not  extend  to  street  and  electric 
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railways"  and  that  "no  branch  of  the  Texas  State  Government 
is  charged  with  the  regulation  of'  such  utilities." 

Nearly  one-half  of  the  35  States  use  forms  of  report  provided 
by  the  Interstate  Commerce  Commission,  which  are  presumably 
based  on  the  1908  classifications  of  road  and  equipment  expendi- 
tures, operating  revenues,  and  operating  expenses.  Several  of  the 
New  England  States  are  still  using  the  earlier  classifications  en- 
dorsed by  the  National  Association  in  1903,  while  Massachusetts 
and  Illinois  have  adopted  the  new  uniform  system  of  accounts 
of  the  Interstate  Commerce  Commission  effective  July  1,  1914. 
Nebraska's  form  contains  certain  variations  in  the  classification 
of  operating  expenses  that  have  much  to  commend  them. 

Comparatively  few  of  the  state  commissions  have  prescribed 
complete  systems  of  accounting  procedure  for  electric  railways 
under  their  jurisdiction.  Many  have  adopted  the  classifications 
of  the  Interstate  Commerce  Commission,  or  have  forborne  to  take 
any  formal  action  upon  being  satisfied  that  the  companies  under 
their  jurisdiction  were  using  the  Interstate  classifications.  Five 
States,  however,  have  prepared  and  published  their  own  system 
of  accounts,  thus: 

Maryland  New  Jersey 

Montana  New  York 

Wisconsin 

An  examination  of  the  five  systems  shows  that  there  exists  a 
general  similarity  among  those  of  the  three  Eastern  States  on 
the  one  hand  and  the  two  Western  States  on  the  other. 

DIFFERENCES  IN  EXISTING  CLASSIFICATIONS. 

While  differences  exist  in  the  accounting  classifications  pre- 
scribed or  endorsed  by  the  various  commissions,  such  differences 
are  not  so  fundamental  as  to  prevent  ultimate  uniformity  if 
proper  efforts  are  made  in  the  right  direction.  Unfortunately,  a 
notable  opportunity  to  promote  uniformity  appears  to  have  been 
lost  this  year,  when  the  Interstate  Commerce  Commission  pre- 
pared a  uniform  system  of  accounts  for  electric  railways  with- 
out the  co-operation  of  this  Association.  In  1908,  when  the  Com- 
mission prescribed  three  classifications  (road  and  equipment  ex- 
penditures, operating  revenues,  and  operating  expenses)  it  acted 
in  harmony  with  representatives  of  this  Association  and  the  re- 
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suits  of  the  conferences  then  held  formed  the  basis  of  all  the 
systems  subsequently  adopted.  Some  modifications  were  made  in 
different  jurisdictions  and  some  inconsistencies  developed  which 
have  been  pointed  out  at  the  annual  conventions  of  the  Associ- 
ation.  Certain  of  the  criticisms  heretofore  made  have  borne  fruit 
in  the  new  classifications,  which  have  been  supplemented  by  forms 
of  income  statement  and  balance  sheet  so  as  to  make  a  complete 
system  of  accounts,  with  the  exception  of  the  traffic  accounts. 
Thus,  the  segregation  of  power  costs  which  was  favored  by  a  vote 
of  the  Association  last  year  has  been  accomplished  in  the  new 
classification  of  operating  expenses.  The  maintenance  of  power 
plant  buildings  and  equipment  is  no  longer  included  in  the 
ordinary  maintenance  expenses  of  road  and  equipment  in  the 
case  of  companies  that  produce  their  own  electric  power.  The 
change  makes  comparable  the  maintenance  charges  of  companies 
that  buy  electric  power  with  those  that  produce  it,  and  has  so 
much  to  commend  it  that  it  is  likely  soon  to  be  made  in  every 
State. 

Maintenance  expenses,  however,  will  still  be  incomparable  as 
between  companies  that  own  and  those  that  hire  cars  and  other 
facilities.  As  was  pointed  out  in  the  Committee's  report  last 
year,  the  rent  or  compensation  paid  for  the  use  of  cars  and  other 
equipment  consists  of  a  maintenance  element  and  an  interest 
element,  which  should  be  separated,  as  is  done  in  the  steam  rail- 
road classification.  The  experience  of  the  New  York  Commissions 
demonstrates  that  such  separation  is  practicable  and  that  it  will 
be  made  by  a  large  majority  of  companies,  if  rents  paid  are  classi- 
fied as  income  deductions  instead  of  operating  expenses.  The 
!New  York  classifications  transferred  the  account  "Kent  of  Equip- 
ment" from  the  general  expense  group  of  operating  expenses  to 
the  group  of  income  deductions  along  with  interest  and  other 
fixed  charges,  and  at  the  same  time  provided  a  maintenance 
account  for  facilities  maintained  under  any  joint  arrangement. 
The  result  was  that  most  of  the  companies  modified  their  agree- 
ments for  hire  of  equipment  so  as  to  separate  the  maintenance 
charge  from  the  element  of  rent  that  represented  a  return  upon 
the  investment. 

Payments  for  trackage  rights  over  other  carriers'  lines  are 
more  difficult  to  deal  with.  In  so  far,  however,  as  the  tracks  used 
in  common  by  several  companies  belong  to  the  same  system,  a 
separation  of  the  maintenance  element  from  the  interest  element 
may  reasonably  be  insisted  upon.  If,  in  other  cases,  the  interest 
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element  is  so  minute  as  to  warrant  its  being  overlooked  (a.s  is 
said  to  be  the  case  with  the  majority  of  trackage  rents  paid  by 
interurban  companies  for  rights  over  city  tracks*)  then  the  en- 
tire rent  might  perhaps  be  included  in  the  group  of  Maintenance 
of  Way  accounts. 

DEPRECIATION  ACCOUNTS. 

An  important  advance  has  been  made  in  the  Interstate  Com- 
merce Commission's  revision  of  the  renewal  and  depreciation 
accounts,  which  are  now  in  harmony  with  those  of  New  York  and 
other  state  commissions.  These  rules,  however,  are  now  six  years 
old  and  since  the  date  of  their  adoption  considerable  progress 
has  been  made  in  methods  of  accounting  for  depreciation.  In 
illustration  may  be  cited  the  Interstate  Commerce  Commission's 
new  operating  expense  classification  for  steam  railroads,  which 
provides  that  no  fewer  than  fifty-three  depreciation  accounts 
shall  be  kept  by  carriers  that  earn  as  much  as  f  1,000,000  a  year. 

The  importance  of  adequate  rules  to  govern  accounting  for 
depreciation  is  recognized  in  recent  public  utility  legislation.  In 
contrast  to  the  Interstate  Commerce  Commission  Act,  which  con- 
tains no  specific  references  to  the  matter  of  depreciation,  nearly 
all  of  the  State  laws  of  the  last  three  years  have  contained  specific 
grants  of  authority  to  the  regulatory  body  to  require  the  reserva- 
tion of  sufficient  income  to  provide  for  depreciation,  and  many  of 
them  have  even  defined  the  uses  to  which  the  depreciation  fund 
may  be  put.  Thus,  the  Indiana  law  contains  the  following  pro- 
visions : 


*The  following  is  quoted  from  a  letter  of  the  Interstate  Commerce  Commission 
dated  May  7,  1914,  in  reply  to  a  communication  from  the  Chairman  of  the  Com- 
mittee, directing  attention  to  the  action  of  the  Association  at  the  1913  convention : 

"With  respect  to  the  treatment  of  rents,  it  is  agreed  that  the  proportion  of 
rental  representing  interest  on  investment  is,  in  strict  theory,  properly  incluclible 
in  income  and,  as  you  are  aware,  the  rents  of  tracks  and  facilities  used  exclusively 
by  the  lessee  are  required  to  be  included  in  income  account  by  both  the  lessor  and 
lessee  companies.  It  was  only  after  mature  study  and  deliberation  that  it  was 
decided  impracticable  and  inexpedient  to  attempt  to  separate  the  interest  element 
of  rents  paid  for  the  use  of  tracks  and  facilities  used  jointly  by  two  or  more  com- 
panies. This  method  of  accounting  for  rents  of  jointly  used  properties  has  been 
in  effect  for  nearly  six  years,  and  we  do  not  feel  that  conditions  have  changed 
sufficiently  to  warrant  a  different  treatment  from  the  one  now  in  force.  From 
reports  filed  with  this  Commission,  it  is  estimated  that  the  proportion  of  rentals 
representing  interest  on  investment  charged  to  operating  expenses  does  not  exceed 
one-half  of  one  per  cent  of  the  total  operating  expenses.  As  most  electric  railway 
rentals  include  maintenance,  operation,  power  and  taxes,  in  addition  to  interest  on 
investment,  the  amount  involved  does  not  appear  to  justify  the  refinement  of 
accounting  attending  the  distribution  of  such  amounts.  In  most  instances,  such 
segregation  could  be  made  only  on  a  purely  arbitrary  basis." 
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Sec.  22.  Every  public  utility  shall  carry  a  proper  and  adequate  depreciation 
account  whenever  the  commission  after  investigation  shall  determine  that  such 
depreciation  account  can  be  reasonably  required.  The  commission  shall  from  time 
to  time  ascertain  and  determine  what  are  the  proper  and  adequate  rates  of  depre- 
ciation of  the  several  classes  of  property  of  each  public  utility.  The  rates  shall 
be  such  as  will  provide  the  amounts  required  over  and  above  the  expense  of  main- 
tenance to  keep  such  property  in  a  state  of  efficiency  corresponding  to  the  progress 
of  the  industry.  Each  public  utility  shall  conform  its  depreciation  accounts  to  such 
rates  so  ascertained  and  determined  by  the  commission.  The  commission  may 
make  changes  in  such  rates  of  depreciation  from  time  to  time  as  it  may  find 
necessary. 

Sec.  23.  The  commission  shall  also  prescribe  rules,]  regulations  and  forms  of 
accounts  regarding  such  depreciation,  which  the  public  utility  is  required  to  carry 
into  effect. 

Sec.  24.  The  commission  shall  provide  for  such  depreciation  in  fixing  the  rates, 
tolls  and  charges  to  be  paid  by  the  public. 

Sec.  25.  All  money  thus  provided  for  shall  be  set  aside  out  of  the  earnings  and 
carried  in  a  depreciation  fund.  The  moneys  in  this  fund  may  be  expended  for 
new  constructions,  extensions  or  additions  to  the  property  of  such  public  utility  or 
invested  and,  if  invested,  the  income  from  the  investments  shall  also  be  carried 
in  the  depreciation  fund.  This  fund  and  the  proceeds  thereof,  shall  be  used  for 
no  other  purposes  than  as  provided  in  this  section  and  for  depreciation.  But  in 
no  event  shall  the  moneys  expended  from  the  fund  for  new  constructions,  extensions 
or  additions  to  the  property  be  credited  to  or  considered  a  part  of  (lie  capital 
account  of  any  public  utility,  but  shall  always  be  charged  against  the  depreciation 
fund. 

With  the  exception  of  the  last  sentence,  these  sections  of  the 
Indiana  Act  are  similar  to  provisions  in  the  Wisconsin  Public 
Utilities  Law,  which  does  not,  however,  apply  to  railroads  or 
street  railways.  The  Wisconsin  provisions  appear  to  have  been 
followed  also  in  New  Hampshire,  New  Jersey,  District  of  Co- 
lumbia, Ohio,  Oregon,  etc.,  while  in  California  and  in  Colorado, 
Idaho,  Illinois  and  some  other  States  that  have  taken  the  Cal- 
ifornia law  as  a  model,  equal  authority  is  given  to  the  Commis- 
sion in  more  concise  language,  the  act  providing  that  the  de- 
preciation fund  may  be  expended  "only  for  such  purposes  and 
under  such  rules  and  regulations  both  as  to  original  expenditures 
and  subsequent  replacement  as  the  Commission  may  prescribe." 

Prom  the  foregoing  citations  it  is  quite  evident  that  the  people 
liave  learned  the  lesson  that  they  cannot  expect  to  obtain  adequate 
service  from  a  utility  that  pays  out  its  entire  surplus  in  dividends 
-and  reserves  nothing  to  take  care  of  the  necessary  replacements 
that  sooner  or  later  will  have  to  be  made.  There  is  also  an  evident 
determination  to  make  sure  that  the  moneys  collected  from  con- 
sumers or  patrons  of  the  utility  for  depreciation,  if  used  tempo- 
rarily for  new  construction,  shall  not  be  deemed  to  constitute  a 
part  of  the  investment  upon  which  consumers  must  pay  a  return 
to  the  utility.  This  intention  is  stated  in  the  last  sentence  of 
the  Indiana  Act,  which  we  have  italicized.  It  appears  also  in 
the  recent  legislation  providing  for  supervision  of  the  issue  of 
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securities.  In  this  connection  it  is  of  interest  to  quote  from  an 
order  entered  on  July  21,  1914,  by  the  Massachusetts  Public 
Service  Commission : 

ORDER  RELATIVE  TO  PROVISION   FOR  DEPRECIATION   BY  RAILROAD  CORPORATIONS   AXD   STREET 

RAILWAY  COMPANIES    HEREAFTER  APPLYING  FOR  APPROVAL  OF   PROPOSED 

ISSUES    OF    STOCKS    OR   BONDS. 

On  April  29,  1914,  the  Commission,  on  its  own  motion,  gave  a  public  hearing 
on  notice  to  the  carriers  stating  that  it  Had  under  consideration  the  adoption  of  an 
order  in  substantially  the  following  form : 

Ordered,  That  railroad  and  street  railway  corporations  hereafter  applying 
for  the  approval  of  the  Commission  to  proposed  issues  of  stocks  or  bonds 
for  purposes  other  than  refunding  bonds  previously  issued,  shall  show  as 
part  of  their  case  the  method  by  which  and  the  extent  to  which  such  cor- 
porations have  provided  for  depreciation  of  their  property. 

It  is  manifest  that  no  system  of  managing,  or  of  supervising  the  management 
of  common  carriers  is  sound  and  enduring  which  does  not  adequately  take  into 
account  depreciation, — not  only  the  depreciation  due  to  ordinary  wear  and  tear 
but  to  obsolescence  due  to  a  great  variety  of  causes.  Unless  and  until  depreciation 
is  taken  care  of — and  shown  in  the  accounts  to  have  been  taken  care  of — there  is 
no  accurate  way  of  determining  whether  dividends  have  been  properly  paid  or 
whether  a  floating  debt  has  been  "properly  incurred  for  lawful  purposes." 

Ultimately  the  method  of  dealing  with  depreciation  adopted  by  the  Interstate 
Commerce  Commission  is  likely  to  be  made  applicable  by  this  commission  not  only 
to  railroads  but  to  street  railways  as  well.  Compare  section  12  of  chapter  781  of 
Acts  of  1913.  For  the  present  it  seems  sufficient  that  an  order  be  made  in  the 
following  form, — and  it  is  therefore 

Ordered,  That  railroad  corporations  and  street  railway  companies  shall 
hereafter  be  prepared  to  show  at  any  time  and  in  connection  with  any  pro- 
ceedings, the  method  by  which  and  the  extent  to  which  such  corporations 
provide  for  depreciation  of  their  property. 

And  it  is  further 

Ordered,  That  a  copy  of  this  memorandum  and  order  be  served  upon 
every  railroad  corporation  and  street  railway  company  subject  to  the  juris- 
diction of  this  Commission. 

Notwithstanding  the  importance  that  has  unquestionably  at- 
tached to  the  subject  of  depreciation  in  the  mind  of  the  lawmaker, 
comparatively  little  progress  has  yet  been  made  in  determining 
proper  rates  of  depreciation.  So  far  as  the  Committee  is  advised, 
no  commission  has  formulated  or  adopted  any  "rules  and  regu- 
lations" other  than  such  as  are  contained  in  the  prescribed  systems 
of  accounts.  More  accurate  records  of  the  term  of  service  of 
physical  units  are  needed  as  a  basis  for  determining  depreciation 
rates,  and  in  the  opinion  of  the  Committee  an  effort  should  be 
made  to  define  more  clearly  than  has  yet  been  done  in  any  of  the 
accounting  rules  the  minor  renewals  or  replacements  that  are 
properly  treated  as  repairs  and  the  larger  replacements  that  are 
cleared  through  the  capital  accounts  and  paid  for  out  of  the  de- 
preciation fund.  The  first  step  that  needs  to  be  taken,  however, 
is  the  expansion  or  multiplication  of  the  two  or  three  depre- 
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elation  accounts  now  provided  for  in  the  classification  of  oper- 
ating expenses.  This  step  has  already  been  taken  by  the  Interstate 
Commerce  Commission  in  its  latest  steam  railroad  classification, 
and  the  state  commissions  might  well  proceed  in  the  same  path 
when  promulgating  classifications  of  operating  expenses  for 
electric  railways. 

«  STREET  RAILWAYS  AND  INTERURBAN   RAILWAYS. 

In  several  of  the  commonwealths  the  state  commission  has 
jurisdiction  over  interurban  electric  railways  only,  the  urban 
iines  or  street  railways  proper  being  subject  to  municipal  control. 
But  many  if  not  most  of  the  interurban  companies  perform  city 
service  as  well 'as  suburban  and  interurban  service  and  the  trtate 
commissions  find  it  necessary  to  make  some  segregation  of  the 
former  from  the  latter.  This  problem  is  in  some  respects  even 
more  difficult  than  is  the  problem  of  separating  the  intrastate 
and  interstate  traffic  of  steam  railroads,  because  the  character 
of  the  service,  as  well  as  the  type  of  construction  and  equipment, 
is  so  entirely  different  in  the  two  cases.  These  differences  are 
so  well  brought  out  in  a  brief  submitted  to  the  Committee  by  Mr. 
George  Eberle,  Electric  Kailway  Statistician  of  the  Wisconsin 
Railroad  Commission,  that  the  Committee  has  decided1  to  include 
the  brief,  with  the  omission  of  certain  quotations  from  the  Wis- 
consin reports  which  are  readily  accessible,  as  an  appendix  to 
this  report.  Examination  of  the  brief  will  convince  even  the  most 
optimistic  among  us  of  the  need  for  continued  study  and  effort 
to  enlist  the  co-operation  of  all  the  States  in  the  interest  of 
uniformity.  Much  work  remains  to  be  done  before  the  Association 
can  adopt  a  system  of  accounts  or  form  of  report  for  electric 
railways. 

A.  F.  WEBER, 

Chairman. 

C.  S.  CUNNINGHAM, 
JOHN  H.  HALE/ 
M.  F.  SHEPPARD.* 
JOHN  E.  BENTON, 
IT.  G.  POWELL, 
W.  F.  HAM,* 

COMMITTEE. 


*Authority  to  attach  signature  not  received  at  the  date  of  printing. 
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APPENDIX. 

THE  NEED  FOR  NATIONAL  UNIFORMITY  IN  THE  ACCOUNTING   OF 

ELECTRIC  RAILWAYS. 

There  is  no  complete  classification  of  accounts  for  electric  railways  in  this  country 
to-day,  and  it  is  almost  needless  to  say  that  practically  no  uniformity  exists  between 
the  classifications  of  companies,  local  regulative  bodies,  state  commissons,  and  the 
Interstate  Commerce  Commission.  The  best  success  in  this  industry  and  its  com- 
parative statistics  cannot  be  obtained  until  one  complete  classification  is  made  the 
standard. 

A  complete  classification  of  accounts  as  herein  used  does  not  mean  merely 
the  operating,  maintenance  and  construction  accounts  together  with  an  income 
account,  balance  sheet,  et  cetera,  properly  arranged,  but  it  includes  rules  for  the 
standardization  of  accounting  terminology;  rules  for  segregating  the  revenues,  expenses 
and  property  of  investment  enterprises  from  the  electric  railway  accounts  proper;  rules 
for  the  apportionment  of  the  revenues,  expenses  and  property  of  joint  utilities,  such 
as  lighting,  gas,  water  and  heating  utilities;  rules  for  the  apportionment  of  joint 
service  revenues,  expenses,  traffic  and  property  such  as  surface,  subway  and  elevated, 
or  urban,  suburban  and  interurban  railways;  and  finally,  standard  rules  for  com- 
puting traffic  statistics — car  miles,  car  hours,  passengers,  miles  of  revenue  track,  cars 
operated,  and  so  forth.  No  classification  has  attempted  to  promulgate  these  rules 
and  still  they  are  as  essential  as  the  accounts  themselves  in  order  that  the  accounts 
may  have  their  widest  use.  Why?  With  no  restriction  upon  companies  as  to  inclu- 
sions or  exclusions  there  can  be  no  uniformity  in  general  expenses,  for  instance.  One 
company  may  include  all  foreign  items  while  another  may  exclude  some,  and  still 
another  exclude  all.  What  assurance  is  there  under  joint  utility  operation  that  the 
heating  utility  has  not  been  charged  with  part  of  the  steam  generation  expenses  prop- 
erly belonging  to  the  railway  when  no  standard  rules  of  apportionment  exist?  Under 
present  conditions,  when  any  expense  per  car  mile  is  quoted,  assuming  that  the 
expenses  are  of  pure  source  data,  there  may  be  car  miles  at  average  service  speeds 
ranging  from  urban  and  suburban  to  interurban,  double  truck  car  miles,  single  truck 
one  man  car,  trailer,  non-revenue  car  mileage,  express,  freight  and  utility  car  mileage 
all  included  to  distort  the  units  of  the  different  railways.  With  no  specifications  as 
to  the  cause  of  the  undue  variation,  most  of  the  present  day  statistics  are  valueless. 
Standard  rules  must  exist  in  this  country  which  require  such  specification.  However, 
one  of  the  greatest  causes,  in  general,  for  the  existing  unreliability  in  comparative 
data  is  the  utter  disregard  of  railway  officials  in  separating  the  accounts  and  traffic 
of  the  distinct  urban,  suburban  and  interurban  services.  The  United  States  censuses, 
state  commission  and  company  reports  as  a  rule  contain  a  large  amount  of  mixed- 
service  data  from  which  few  definite  conclusions  can  be  drawn.  The  differences  in 
construction,  maintenance,  and  operation  of  these  three  classes  of  services  certainly 
require  the  segregation  'of  their  source  data. 

From  this  general  discussion,  let  us  turn  to  the  facts  causing  distortion  and  the 
bearing  these  have  upon  managerial  efficiency  and  regulation.  It  is  also  the  purpose 
to  give  a  few  concrete  experiences  which  illustrate  the  position  taken  by  this  brief 
and  to  give  a  summary  of  the  work  required  to  bring  about  the  widest  application  of 
electric  railway  accounts. 

In  numerous  manufacturing  businesses  up-to-date  cost  accounting  methods  have 
been  so  applied  that  the  manufacturer  producing  a  variety  of  products  is  able  to  state 
with  marked  accuracy  the  cost  of  any  single  product.  This  has  been  brought  about 
by  devising  and  judiciously  using  methods  to  apportion  such  joint  expenses  as  taxes, 
depreciation,  insurance,  interest,  officers'  salaries,  etc.,  to  each  unit  product. 

The  electric  railway  business  has  been  developed  practically  within  the  past  20 
years  and  it  cannot  be  expected  to  have  attained  the  efficiency  in  accounting  practice 
found  in  the  manufacturing  business  of  50  years'  standing,  but  it  seems  that  the 
time  has  arrived  when  electric  railways  will  find  it  both  expedient  and  profitable  to 
adopt  a  system  of  accounting  and  apportionment  which  will  enable  them  to  state 
fairly  accurately  the  cost  to  conduct  the  various  enterprises  under  one  management. 


PROCEEDINGS   OF   THE   CONVENTION. 


455 


INVESTMENT  ENTERPRISES, 

One  large  item  of  investment  In  the  electric  railway  business  is  land.  The  census 
of  1907*  lists  some  twenty  electric  railways  actually  conducting  a  real  estate  business. 
The  question  arises  how  much  of  the  land  owned  is  necessary  for  storage  purposes 
and  future  development  and  how  much  is  held  as  an  investment  for  speculative  or 
other  purposes.  Some  standard,  it  seems,  should  be  set  which  will  classify  this  item 
for  urban  as  well  as  interurban  railways  as  to  operative  and  non-operative.  This 
applies  to  all  railways  having  land  interests,  whether  actually  in  this  business  or  not. 
A  proper  provision  should  be  made,  also,  for  any  revenues  obtained  from  land  so  held. 
Often  the  railway  not  only  owns  land  but  improvements  upon  it  such  as  buildings 
which  are  used  only  partly  for  railway  purposes.  'Take  for  example  a  large  office  or 
terminal  building.  There  is  income  from  the  leasing  of  terminal  facilities  to  other 
railways  or  renting  of  offices  with  heat,  light,  power  and  janitor  services  furnished. 
To  keep  the  general  and  other  expenses  of  such  railways  intact  there  must  be  some 
uniform  method  of  separation.  The  same  is  true  when  railways  own  and  operate  parks, 
beaches,  theaters  and  pleasure  resorts  which  entail  expenses  and  produce  revenues. 
The  following  quotation  from  page  116  of  the  U.  S.  Census  of  1907  is  in  point: 

"Parks,  summer  hotels,  theaters  and  pleasure  resorts  when  operated  by 
electric  railways  for  the  purpose  of  attracting  travel,  were  treated  as  a  part 
of  the  railway  system,  and  their  income  and  expenses  were  included  'n  the 
railway  income  account,  the  cost  or  value  of  such  properties  being  regarded  as  a 
part  of  the  assets  of  the  railway." 

JOINT  UTILITY  OPERATION. 

According  to  the  census  of  1907,  232  electric  railways  out  of  939  carried  on  non- 
transportation  business  such  as  light,  heat,  gas,  water  and  ice  plants.  A  quotation 
from  page  117  of  this  census  is  illuminating: 

"The  following  statement,  classifying  electric  railway  companies  according 
to  the  extent  to  which  they  carry  on  secondary  enterprises,  throws  light  on  the 
difficulties  of  untangling  intermingled  accounts,  in  order  to  present  separately, 
as  far  as  possible,  the  financial  statistics  of  railway  operations. 

"In  some  instances  the  income  from  these  secondary  enterprises  forms 
a  large  proportion  of  the  total  income  of  the  company  and  when  the  primary 
and  secondary  enterprises  are  carried  on  by  the  employment  of  the  same  capital, 
it  is  in  most  cases  impossible  to  separate  the  statistics  so  as  to  show  reliable 
figures  pertaining  exclusively  to  the  operation  of  the  railways.  The  income, 
whether  gross  or  net,  from  the  secondary  enterprises  is  shown  separately  in 
the  detailed  income  account,  and  the  expenses  of  operation,  when  included,  are 
also  segregated  as  far  as  possible  in  the  detailed  statement  of  expenses." 

When  a  lighting  plant,  for  instance,  uses  the  steam  generation  equipment,  prime 
movers  and  generators,  distribution  and  transmission  lines  and  conduit  together  with 
the  general  offices  jointly  with  a  railway  it  cannot  be  left  to  the  individual  company 
to  adopt  any  method  of  apportionment  it  chooses  if  it  adopts  any  method  at  all.  It 
naturally  would  be  impossible  to  meet  all  the  minute  details  of  every  local  condition, 
but  the  fact  stands  out  that  general  rules  could  be  promulgated  which  would  bring 
practical  accuracy  and  relieve  the  present  chaotic  condition.  In  the  same  category 
may  be  placed  a  joint  heating  plant  using  live  or  exhaust  steam,  a  water  or  ice  plant 
using  electric  or  steam  power,  a  gas  plant  using  steam,  and  in  addition  the  common 
practice  is  to  have  all  overhead  expenses  common  to  both  utilities.  A  still  greater 
complication  arises  when  more  than  two  utilities  are  operated  jointly.  With  these 
facts  before  us  it  is  evident  that  to  prescribe  a  definite  set  of  uniform  accounts  to 
merely  record  amounts  is  far  from  sufficient  in  obtaining  accurate  source  data,  unless 
the  amounts  can  first  be  determined  by  a  set  of  standardized  rules.  It  is  the  conten- 
tion of  this  brief  that  the  essential  part  of  a  good  accounting  system  is  lacking  when 
such  rules  are  omitted. 

JOINT    SERVICES. 

Up  to  this  point  the  discussion  has  covered  the  joint  enterprises  of  a  non-trans- 
portation character  only.  However,  in  the  field  of  transportation  itself,  and  especially 
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in  electric  transportation,  lies  the  greatest  need  for  uniform  methods  of  apportionment. 
Many  electric  railway  companies  furnish  some  combination  of  surface  urban,  suburban 
and  interurban  service,  elevated,  subway,  interurban  passenger,  freight,  express,  milk 
and  mail  service.  Besides,  steam  railways,  ferries  and  boat  lines  are  transportation 
features  often  attending  the  above  services  in  joint  operation.  When  several  services 
use  tracks,  distribution  and  transmission  lines  and  conduit,  power  houses,  car  and  shop 
equipment,  car  houses,  platform  labor  and  general  offices  jointly  the  difficulties  of  get- 
ting representative  accounts  for  any  one  service  require  detailed  study.  The  necessities 
of  such  a  separation  and  the  other  separations  mentioned  previously  will  be  dealt  with 
in  succeeding  paragraphs.  It  will  be  well  to  first  examine  the  fundamental  causes 
which  bring  about  the  necessity  for  separation.  Take  for  example  the  following  sum- 
mary of  differences  in  construction  and  operation  of  an  urban  and  interurban  electric 
railway.  The  differences  between  most  of  the  other  transportation  utilities  mentioned 
above  are  much  more  evident  and  the  source  data  of  these  are  kept  separate  by  some 
companies,  but  it  is  a  common  practice  to  throw  urban,  suburban  and  interurban 
accounts  together  into  one  system  without  any  attempt  at  segregation. 

SUMMARY  OF  DIFFERENCES  BETWEEN  URBAN  AND  INTERURBAN.* 

In  Way: 

Urban  right-of-way  obtainable  through  franchises.  Track  laid  in  public 
streets,  on  concrete  and  under  permanent  paving.  Heavier  rail  used  as  a  rule 
than  on  interurban.  More  special  work,  underground  transmission  and  distribu- 
tion lines,  steel  poles  for  overhead.  Greater  density  of  traffic,  paving  and 
•  sprinkling  obligations.  The  conditions  cited  tend  to  a  high  maintenance  cost  per 
mile  of  track  as  compared  to  interurban. 

On  interurban  lines  tendency  is  to  exclusive  private  right-of-way  with 
reduced  grades,  with  passenger  stations  and  shelters,  with  cattle  guards,  way 
fences,  etc.,  as  a  private  investment.  No  paving  or  sprinkling  obligations, 
no  conduit,  lighter  rail,  open  track,  gravel  ballast,  wooden  poles.  Maintenance 
cost  usually  less  per  mile  than  on  urban  lines. 

In  Rolling  Stock: 

On  interurban  systems  cars  are  heavier  than  urban  and  are  equipped  with 
motors  of  higher  horse  power  and  higher  gear  ratio.  Single  and  double  truck 
cars  used  in  city  weigh  from  3  to  25  tons,  approximately,  while  interurban  cars 
of  double  truck  type  weigh  20  to  40  tons  and  over.  Express,  freight,  mail  and 
combination  cars  used  on  interurban  lines.  Tendency  at  present  to  minimum 
weight  per  passenger  seat  which  will  tend  to  reduce  maintenance  of  way. 

In  Operation  of  Cars: 

Urban  cars  operated  at  average  speeds  from  about  7  to  10  miles  per  hour. 
Frequent  stops  per  mile,  steep  grades,  and  rush  hour  service  cause  greater  wear 
on  equipment  and  track.  City  ordinances  require  removal  of  snow  and  ice 
from  streets.  Power  consumption  per  ton  mile  usually  greater  on  urban  than 
on  interurban  lines,  exclusive  of  line  losses.  Two  factors  increasing  maintenance 
of  way  and  rolling  stock  in  urban  service  over  interurban  service:  1.  Density 
of  Traffic;  2.  Stops  per  mile. 

Interurban  cars  operated  at  two  and  three  times  the  average  speed  of  urban 
cars.  Comparatively  few  stops  per  mile,  considerable  coasting,  easier  grades. 
Train  operation.  Third  rail.  High  per  cent  of  line  losses.  Passenger  and 
freight  station  facilities.  Length  of  average  passenger  haul  longer  than  on 
urban  lines.  Smaller  number  of  free  and  transfer  passengers. 
In  Fares: 

Urban  flat  rate,  while  interurban  fares  are  either  on  two-cent  zone,  mileage 
or  five-cent  zone  basis. 

The  eftect  of  the  varying  conditions  given  in  the  above  summary  upon  comparative 
units  of  operation  is  clearly  brought  out  in  the  following  table.  The  statistics  shown 
are  those  of  the  Milwaukee  Northern  Railway,  a  company  operating  57  miles  of  inter- 
urban track  and  6.5  miles  of  urban  track.  This  company  keeps  its  accounts  separate 
for  the  two  systems,  but  in  the  third  column  of  the  table  below  the  combined  figures 
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are   given   in   order   to   illustrate    the   unrepresentative   units   which   result   when    two 
systems  are  reported  as  one — a  common  practice. 


Interurban 

Miles    of    track 57 

Operating    revenues $252,326.23 


Operating   expenses 

Total   passengers    

Operating  ratio 

Transfer  ratio   , 

Transfer   passengers    

Average    fare    

Expenses  per  rev.  passenger... 

Car  miles    

Car    miles   per   mile    9f    track. 

Passengers  per  car  mile 

Revenues   per  car   mile 

Expenses  per  car  mile 

Car     hours     

Revenues  per  car  hour 

Expenses  per  car  hour 

Speed,  m.  p-  h.,  average 


121,855.96 
789,541 
48.2 
0. 
0. 

31.9c 
15.7c 
728,412 
12,779 
1.08 
33.1c 


32,869 
$7.67 
$3.70 
22. 


Urban 

1.6 

$45,935.10 
29,944.38 
1,453,725 

65.1 
25.07 
37,436 
3.2c 
2.1c 
302,131 
46,482 

4.81 
15.2c 
9.9c 
31,635 

$1.45 

$9.94 

9. 


Combined 

63.5 

$298,261.33 
151,800.34 
2,243,266 
54.7 


ll.Sc 
6.9c 

1,030,543 
16,229 

2.1 
29.0c 
14.7c 
64,504 
$4.62 
$2.35 
16. 


A  comparison  of  the  units  of  revenue  and  expense  given  in  the  combined  column 
with  those  in  the  urban  and  interurban  columns  will  show  at  a  glance  that  these 
units  are  unrepresentative  of  either  of  the  two  services.* 

The  distortion  of  the  units  in  the  combined  column  is  due  to  difference  in  the 
source  data.  In  the  following  table  a  percentage  analysis  is  given  of  the  source  data 
included  in  the  preceding  table,  and  the  percentages  clearly  show  the  effect  of  the 
•  differences  in  construction  and  operation  as  summarized  above. 


Percentage  Analysis. 

Interurban 

Miles    of   track 89.77% 

Operating  revenues   84.60 

Operating  expenses    80.27 

Car  miles    70.68 

Car  hours   50.96 

Total  passengers  35.20 

Transfer  passengers    


Urban         Combined 


10.23% 
15.40 
19.73 
29.32 
49.04 
64.80 
100. 


100% 

100 

100 

100 

100 

100 


It  will  be  observed  that  the  percentages  of  interurban  range  from  89.77%  for  the 
miles  of  track  to  zero  for  transfer  passengers,  while  the  urban  range  from  10.23% 
for  miles  of  track  to  100%  for  transfer  passengers.  These  variations  in  percentages 
;are  a  direct  indication  of  the  difference  in  weight  that  the  source  data  has  upon  the 
unit  derived,  and  this  is  directly  traceable  in  the  preceding  table  of  units. 

From  the  foregoing  facts  it  is  clear  that  the  inclusion  of  operating  accounts  of 
one  service,  no  matter  how  small,  with  another  results  in  source  data  giving  unrepre- 
sentative units  which  are  useless  for  comparative  purposes. 

.  NECESSITY  FOR  SEGREGATION— MANAGERIAL  EFFICIENCY 

This  brings  us  to  the  point  of  considering  the  necessity  of  all  these  separations 
to  procure  representative  accounts  and  comparative  data.  First,  we  have  the  position 
of  the  operating  manager.  If  he  wishes  to  obtain  the  historic  development  of  the 
maintenance  of  way  or  equipment,  to  show  increases  and  decreases  and  present  ten- 
dencies for  the  city  and  suburban  railway  separately,  he  must  have  the  segregated 
primary  accounts.  If  he  wishes  to  compare  the  cost  of  generation  for  lighting  and 
several  railway  services,  separately,  there  must  be  a  system  of  direct  charges  and 
-apportionments  which  will  permit  the  comparison.  If  he  wishes  to  determine,  in  a 
matter  involving  security  issues,  the  actual  new  property  added  to  the  plant  during 
a  period  of  years,  a  definite  policy  of  replacement  and  new  construction  charges  must 
have  existed  or  an  accurate  statement  is  impossible.  These  are  questions  affecting  the 
accounts  of  the  company  itself.  When,  however,  an  attempt  is  made  to  compare  the 
-position  of  any  one  of  the  services  under  control  with  that  of  some  other  companies, 
the  deep  water  line  is  invariably  reached.  Examples  of  this  will  be  shown  later. 

From  the  public  standpoint  the  manager  is  often  required  to  show  why  a  city  fare 
cannot  be  decreased  a  few  hundredths  of  a  cent;  why  it  should  be  increased  by  a 


*  For  detailed  analysis  of  table  see  Electric  Traction  Weekly,  VoL  VIU,  25,  page 
.699.     June  22,  1912. 
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fraction;  why  the  interurban  or  suburban  lines  cannot  sell  slightly  cheaper  mileage  or 
commutation  rates;  why  a  particular  service  cannot  be  improved,  or  why  the  existing 
urban  wages  are  as  high  as  the  operating  revenues  will  permit.  Such  questions 
require  unimpeachable  financial  statements.  No  spasmodic  allocations  and  apportion- 
ments will  suffice.  Complete  accuracy  (as  far  as  possible)  cannot  be  obtained  unless 
a  thorough  system  of  segregation  has  been  carried  on  over  a  period  of  years  with 
improvements  added  annually  as  the  results  of  consistent  detailed  study  prompted. 
In  other  words,  such  a  system  as  indicated  grows,  it  does  not  jump  out  of  space  during 
the  night,  ready  for  use.  More  reverence  will  be  commanded  by  electric  railway 
statistics  when  this  is  fully  realized. 

It  is  not  the  intention  here  to  give  the  impression  that  cost  is  the  only  deter- 
mining factor  in  any  investigation.  There  are  other  considerations.  But  if  the  recent 
tendencies  are  of  any  value  it  must  be  admitted  that  more  and  more  emphasis  has 
been  placed  upon  cost  by  public  officials  and  courts,  and  that  it  has  become  a  deter- 
mining factor  in  many  important  controversies.  The  manager  who  is  backed  by  a 
thorough  cost  analysis  of  his  properties  has  "first  aid"  and  "safety  first"  provisions 
for  any  financial  afflictions.  The  question  may  here  be  asked — How  many  companies 
in  the  United  States  have  made  such  provision? 

EFFICIENCY   OF  REGULATION. 

.  Similar  to  the  questions  which  confront  the  railway  official  are  those  requiring 
solution  by  the.  regulative  body.  In  rate  cases  the  matter  of  normal  expenses  for  a 
given  service  involves  representative  accounts  and  units  of  comparison,  and  much 
time  is  required  to-day  to  exclude  all  foreign  items  usually  found  in  source  data. 
Repairs  and  replacements  are  seldom  differentiated;  joint  equipment  repairs  are  not 
apportioned;  car  house  and  car  shop  accounting  is  of  the  blanket  variety,  and  no 
attempt  is  usually  made  to  use  direct  charges  where  possible  or  apportion  fixed 
expenses.  Comparative  data  on  normal  expenses  are  therefore  rarely  available  with- 
out overcoming  many  difficulties.  In  going  value  computations  on  the  basis  of  cost  of 
developing  the  business  and  in  historical  analyses  of  returns  the  segregated  items  are 
invariably  lacking.  When  a  question  of  adequacy  of  service  and  cost  thereof  are 
involved  the  same  condition  prevails.  The  matter  of  fixing  the  proper  amount  for 
security  issues  or  for  public  purchase  is  often  made  extremely  difficult  due  to  the 
disregard  for  intensive  accounting  principles.  In  wage  disputes  commissions  have 
to  act  as  arbitrators  and  accurate  cost  data  is  essential.  Taking  the  situation  as  a 
whole  from  the  standpoint  of  the  management  and  public  relations  there  is  no  doubt 
that  the  time  is' ripe  for  at  least  a  beginning  in  the  adoption  of  cost  accounting 
methods  in  the  electric  railway  business. 

ILLUSTRATIONS. 

It  is  not  necessary  to  cover  the  entire  ground  of  comparative  statistics  to  show  the 
present  state  of  affairs  as  indicated  in  this  brief,  but  the  following  examples  will,  it 
is  believed,  suffice  to  show  the  need  for  uniformity  in  general. 

An  official  of  The  Milwaukee  Electric  Railway  &  Light  Company  testified  at  a 
hearing  in  the  Milwaukee  Fare  case  (10  W.  R.  C.  R.,  1-305)  "In  trying  to  make  a 
comparison  between  our  company  and  those  of  Detroit,  Buffalo  and  Boston  as  to 
earnings,  I  found  that  on  account  of  the  interurban  complications  I  was  unable  to 
distinguish  from  the  total  earnings  reported  which  were  city  earnings  and  which  were 
interurban  earnings."  He  also  found  such  complications  between  urban,  surface, 
elevated,  subway  and  interurban  railways  in  New  York,  Denver,  Kansas  City,  Chi- 
cago, Philadelphia,  New  Orleans,  Cincinnati,  and  Louisville  that  he  could  not  work 
out  the  averages  he  wished  regarding  passengers  and  revenues.  In  connection  with 
this,  take  for  example  the  average  fares  given  in  the  Ohio  Commission  report.  Out  of 
seventy  companies  reporting  in  1907,  only  four  show  a  city  fare,  out  of  seventy-six 
in  1908  only  eight,  and  out  of  seventy  in  1909  only  seven.  Nearly  90%  of  the  com- 
panies operate  city  systems  while  the  report  shows  less  than  10%  with  city  fares. 
This  is  all  the  more  unsatisfactory  when  we  find  that  the  census  of  1902,  page  40, 
states,  with  only  three  exceptions,  every  city  in  Ohio  has  a  4-1/6  cent  fare.  To- 
make  an  annual  comparison  then  with  such  a  simple  unit  as  the  average  fare  is 
impossible  from  the  data  given  in  the  Ohio  report.  In  the  reports  of  Wisconsin, 
Illinois,  Nebraska,  Iowa  and  other  states  similar  conditions  prevail.  The  Census  of 
1907,  page  92,  states  the  condition  admirably: 
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"The  average  fare  for  the  selected  interurban  lines  was  not  so  high  as 
might  be  expected,  but  many  of  them  do  a  mixed  urban  and  interurban  business 
and  collect  fares  upon  the  zone  basis.  On  the  other  hand,  the  average  fare  for 
the  selected  small  urban  roads  (5.27  cents)  was  slightly  higher  than  the  average 
for  all  railways.  Several  of  the  small  roads  operated  between  closely  con- 
nected towns,  while  for  others  the  line  extended  to  parks  or  other  points  outside 
of  the  city  limits,  a  double  fare  being  charged." 

[An  extract  from  13  W.  R.  C.  R.,  pp.  45-48,  relative  to  comparative  data  on 
maintenance  of  revenue  car  equipment,  is  here  omitted. — Com.] 

To  illustrate  the  erroneous  conclusions  which  may  result  where  comparative 
units  are  based  upon  source  data  including  several  services,  the  following  table  is 
shown  giving  a  summary  of  a  number  of  tables  taken  from  the  report  on  the 
"Pittsburgh  Transportation  Problem,"  year  1910,  by  Bion  J.  Arnold.  The  report 
makes  a  comparison  of  15  selected  cities  and  the  units  representing  Milwaukee  are 
based  on  the  accounts  of  The  Milwaukee  Electric  Railway  &  Light  Company  (city) 
plus  those  of  the  subsidiary  interurban  company,  Milwaukee  Light,  Heat  &  Traction 
Company. 

COMPARATIVE    TRAFFIC    STATISTICS. 

Total 
Pass,  per 
Car  Mile 

8.91 
7.30 
6.10 
8.63 
8.43 
7.47 
6.28 
7.85 
7.14 
12.03 
5.77 
6.72 
5.16 

7'.  46 
8.48 

It  will  be  observed  that  two  sets  of  comparative  units  are  given  for  Milwaukee 
(a)  and  (b).  The  first  set  shows  the  units  as  given  in  the  report  including  the  two 
companies,  T.  M.  E.  R.  &  L.  Co.  and  M.  L.  H.  &  T.  Co.,  while  the  second  set  shows 
the  units  of  the  city  company  only. 

In  the  first  column,  Car  Miles  per  Mile  of  Track,  the  report  gives  45,100  miles 
for  Milwaukee,  while  the  revised  figure  is  84,344  miles.  According  to  the  reported 
car-mile-density  unit  Milwaukee  ranks  lowest  of  the  15  cities,  but  the  revised  unit 
places  it  ninth  in  rank,  because  the  interurban  company  operated  only  13,828  car 
miles  per  mile  of  track  and  this  coupled  with  the  84,344  for  the  city  resulted  in  the 
erroneous  figure  of  45,100.  Under  Total  Passengers  per  Car  Mile,  Milwaukee  ranks 
seventh,  while  it  should  rank  fourth.  A  similar  analysis  of  the  two  remaining  columns 
shows  that  the  respective  ranks  as  reported  and  as  revised  are:  Average  Fare  per 
Revenue  Passenger,  tenth  should  be  fourteenth,  and  Gross  Earnings  per  Mile  of 
Track,  fifteenth  should  be  seventh. 

On  page  121  the  Report  states: 

"Apparently  Pittsburgh  has  less  auxiliary  track  than  any  of  the  cities. 
This  is  partly  due  to  the  interurban  mileage  operated,  along  which  less  storage 
facilities  are  required  than  in  the  denser  urban  districts.  About  one -half  the 
total  of  the  Pittsburgh  system  trackage  lies  outside  the  city  limits.  Approxi- 
mately the  same  proportion  exists  in  Detroit  and  Milwaukee." 

In  general,  it  is  difficult  to  see  the  justice  of  including  interurban  trackage  and 
traffic  statistics  in  a  comparative  study  of  city  conditions.  Those  cities  having  no 


Cities 
Chicago     

Car  Miles 
Per  Mile 
of  Track 

128,800 

Brooklyn     .'  

128,500 

Philadelphia    

113,000 

Boston    

105,200 

St     Louis 

85  400 

Baltimore   

67,700 

Pittsburgh     

61,450 

Cleveland    

95,400 

Buffalo     

52,250 

San  Francisco   

48,120 

Cincinnati     

94,200 

Detroit     

65,310 

New    Orleans'   

94,700 

Milwaukee     (a)  

45,100 

Milwaukee     (b).. 

84.344 

Average 

Gross 

Fare  per 

Eu  'nings 

Rev.  Pass. 

Per  Mile 

(cents) 

of  Track 

4.97 

$34,000 

4.93 

34,500 

4.51 

29,000 

4.99 

29,370 

4.93 

24,400 

4.95 

17,990 

4.91 

17,090 

4.25 

24,450 

5.38 

13,880 

4.97 

28,850 

4.94 

21,530 

4.67 

15,770 

20,750 

4'.31 

28,110 

4.67 

11,870 

4.29 

26,488 

(a)  Includes  M.  L.  H.  &  T.  Company. 

(b)  Excludes  M.  L.  H.  &  T.  Company. 
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Interurban  lines  as  part  of  the  urban  service  would  rank  low  as  to  track  operated 
when  compared  with  those  which  are  the  terminals  of  large  interurban  systems. 
On  the  other  hand,  due  to  differences  in  operating  conditions  as  shown  in  the  previous 
summary,  the  low  car  mileage  per  mile  of  track,  for  instance,  in  interurban  service 
when  coupled  with  the  high  car  miles  per  mile  of  track  in  urban  service  result  in  a 
car  mile  density  unrepresentative  of  either  service. 

Similar  distortion  would  prevail  if  units  for  the  combined  services  were  given 
to  show  passenger  density,  gross  earnings,  operating  expenses  and  serving  population 
per  mile  of  track.  The  same  would  be  true  of  traffic  revenue  and  expense  units  per 
car  mile,  per  car  hour  or  per  passenger.  Accordingly,  a  city  in  a  comparative  unit 
study  would  rank  high  or  low  depending  upon  the  inclusions  or  exclusions  of  particular 
source  data  or  upon  the  relative  weight  which  the  source  data  would  have  upon  the 
unit  derived.*  Again,  the  prevailing  conditions  in  a  certain  city  would  not  determine 
its  rank,  but  the  conditions  existing  outside.  To  include  the  suburban  operating 
data  tributary  to  a  city  may  be  fair  In  a  general  urban  traffic  study,  but  interurban 
data  should  obviously  be  excluded.  A  revision  of  the  units  given  for  the  other  cities 
in  all  the  tables  would  no  doubt  charge  the  rank  of  most  of  them  and  reverse  many 
conclusions  based  upon  the  comparative  tables  as  presented  in  the  report. 

That  the  Pittsburgh  report  did  not  place  great  reliance  upon  the  comparative 
units  given  in  the  various  tables  is  shown  by  the  following  quotation  from  page  113: 

"A  comparison  of  the  results  obtained  by  the  different  surface  traction 
systems  in  all  of  the  largest  American  cities  is  now  desirable  and  illuminating — 
but  conclusions  from  such  a  comparison  made  at  this  time  should  be  approached 
with  caution.  Conditions  surrounding  different  cases  vary  so  that  practice  is 
not  the  same  throughout  the  country;  a  uniform  system  of  accounting  has  not 
yet  been  universally  adopted;  exact  information  is  not  always  available,  and  a 
policy  of  interchanging  information,  which  no  doubt  will  eventually  be  found 
desirable,  has  not  as  yet  proven  generally  acceptable.  Transportation  has  not 
yet  grown  from  an  art  into  an  exact  science;  and  at  present  the  necessity  of  a 
wider  interchange  of  information  can  only  be  emphasized  with  the  hope  that 
future  comparisons  will  show  a  greater  tendency  toward  standardization." 

In  the  light  of  this  quotation  and  the  preceding  discussion  on  the  distortion  of 
comparative  units  given  in  the  report,  a  further  analysis  of  the  source  data  of  the 
M.  L.  H.  &  T.  Co.  system  will  be  of  interest.  The  M.  L.  H.  &  T.  Co.  in  addition 
to  operating  four  interurban  lines  and  ten  suburban  lines  out  of  Milwaukee,  operates 
the  four  city  lines  of  Racine.  Of  the  total  M.  L.  H.  &  T.  Co.  track,  20  miles,  or  only 
about  10  per  cent  exists  in  Racine,  but  on  this  track  24  per  cent  of  the  total  car 
miles  and  30  per  cent  of  the  car  hours  are  run,  31  per  cent  of  the  revenue  passengers 
.are  carried  which  bring  18  per  cent  of  the  passenger  revenue.  In  the  last  analysis, 
then,  the  comparative  units  for  Milwaukee,  as  shown  in  the  Pittsburgh  report,  are 
based  on  source  data  taken  from  fifteen  Milwaukee  city  lines,  ten  suburban  lines, 
four  interurban  lines  and  four  Racine  city  lines.  There  is  a  limit  to  which  the  gen- 
eralization in  a  comparative  study  of  electric  railway  statistics  can  be  carried;  when 
this  limit  is  exceeded  the  conclusions  based  upon  such  statistics  are  of  little  value. 

CONCLUSIONS. 

The  facts  outlined  above  substantiate  the  need  for  uniformity  in  this  coun'try.  To 
have  workable  accounts  and  statistics  there  must  be  unification  all  along  the  line.  To 
give  an  indication  of  the  work  necessary  the  following  outline  gives  a  brief  review  of 
the  problems.  To  have  uniformity  it  will  be  necessary: 

1.  To  standardize  accounting  terminology  throughout  the  country.  For  example, 
the  following  terms  are  being  used  in  a  variety  of  ways  and  sometimes  used  to 
express  similar  amounts. 

(a)  Gross  income 

Net   income  (b)  Depreciation  reserve 

Gross  revenue  Depreciation  reserve  fund 

Net  revenue  Depreciation  fund 

Gross  earnings  Depreciation  account 

Net  earnings 
Gross  receipts 
Net  receipts 


*  See  percentage  analysis — given  previously. 
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2.  To  unify  in  the  main  the  classifications  of  federal,  state  and  local  regulative 
bodies,     railway    associations    and    companies    having1    individual    accounting 
systems. 

3.  To  classify  companies  primarily  on  the  basis  of  service,  and  secondarily  upon 
the  basis  of  earnings  or  size. 

4.  To  adopt  standard  rules  for  the  segregation  of  revenues,  expenses  and  property 
of  investment  enterprises. 

5.  To  adopt  standard  rules  for  the  apportionment  of  joint  utility  revenues,   ex- 
penses and  property. 

6.  To  adopt  standard  rules  for  the  apportionment  of  joint  service  revenues,   ex- 
penses,  traffic  and  property. 

7.  To  adopt  standard  rules  for  computing  and  reporting  traffic  statistics. 

GEORGE  EBERLE, 

Electric  Railway  Statistician 

Railroad  Commission  of  Wisconsin. 


MEMORIALS. 

The  PRESIDENT.  Is  the  Committee  on  Memorials  ready  to 
report? 

Mr.  STUTSMAN,  of  North  Dakota,  I  am  not  the  Chairman  of 
the  Committee,  but,  as  I  seem  to  be  the  only  member  of  the  Com- 
mittee here,  I  will  present  it. 


To  the  Honorable  Chairman  and  Members  of  the  Association  of 
Kailway  Commissioners : 

Your  Committee  on  Memorials  beg  leave  to  submit  the  fol- 
lowing report : 

We  find  that  we  have  been  assigned  to  a  rather  difficult  duty 
for  the  reason  that  the  records  of  this  association  do  not  dis- 
close any  information  with  reference  to  any  members  who  have 
departed  this  life  since  our  last  annual  meeting.  No  report  of 
such  Committee  was  made  at  last  meeting  and  we  find  no  data 
in  the  records  with  reference  to  a  complete  membership  of  the 
association  either  living  or  dead,  and  we  must,  therefore,  rely 
solely  on  the  personal  assistance  of  the  members  of  the  associa- 
tion to  furnish  the  Committee  the  name  of  any  member  known 
to  them  who  has  been  called  to  his  final  rest  since  our  last 
meeting.  Personally  your  Committee  knows  of  but  one  who  has 
died  during  the  year  and  we  are  delighted  to  know  that  the 
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Grim  .Reaper  has  been  lenient  in  his  demands  upon  this  associa- 
tion during  the  past  year. 

We  have  in  mind  especially  one  member  of  this  body  who  has 
been  a  tower  of  strength  in  the  deliberations,  in  the  person  of 
the  Honorable  John  H.  Marble  of  the  Interstate  Commerce  Com- 
mission, who  gave  his  best  thought  and  energy  in  making  this 
association  work  a  success. 

On  the  floor  of  this  convention  only  last  year  his  voice  of 
wisdom  and  counsel  was  heard  in  behalf  of  those  principles  that 
he  believed  to  be  right  in  keeping  this  body  in  the  path  of 
plain  duty. 

The  association  deeply  regrets  his  untimely  demise  in  the 
vigor  of  life  and  usefulness. 

The  names  of  any  other  members  who  have  joined  the  "Silent 
Dead"  can  only  be  ascertained  by  the  different  members  hand- 
ing in  the  names  to  the  Secretary  that  a  record  might  be  made 
in  the  proceedings  of  this  Convention,  and,  to  that  end,  your 
Committee  earnestly  requests  each  Commissioner  to  state  the 
names  of  any  departed  members  with  a  brief  and  appropriate 
biography,  that  this  body  might  take  such  action  on  the  same 
as  it  desires. 

Your  Committee  recommends  that  the  Secretary  of  the  As- 
sociation be  furnished,  by  the  various  State  Commissions,  on 
the  first  day  of  the  annual  meeting  of  this  Convention,  with  the 
name  of  any  member  of  the  association,  in  their  respective 
States,  who  has  died  during  the  year. 


Kespectfully  submitted, 


SHELBY  TAYLOR, 
C.  C.  MARSHALL, 
W.  H.  STUTSMAN. 


Mr.  STUTSMAN,  of  North  Dakota.  I  move  the  adoption  of  the 
report. 

The  motion  was  seconded  and  agreed  to. 


COMPLIMENTARY  RESOLUTIONS. 

Mr.  ELMQUIST,  of  Minnesota.  The  Committee  on  Complimen- 
tary Kesolutions  does  not  propose  to  submit  a  written  report. 
The  members  of  the  Committee  thought  things  over,  and  it 


PROCEEDINGS   OF   THE   CONVENTION. 


463 


occurred  to  us  that  it  might  bo  well  for  us  not  to  agree  to  a 
formal  resolution  upon  the  first,  second  or  third  day,  because 
we  were  exceedingly  doubtful  as  to  whether  the  issues  between 
Texas  and  Louisiana  could  be  settled  without  the  necessity  of 
melting  plow-shares  into  swords.  However,  everything  having 
been  terminated  satisfactorily,  we  think  it  will  be  very  agreeable 
if  we  simply  make  a  verbal  report. 

First,  the  Association  is  to  be  complimented  upon  the  very 
large  attendance  of  the  commissioners  and  men  engaged  in  public 
service  regulation  throughout  the  United  States. 

We  are  also  to  be  complimented  because  of  the  unusual  interest 
displayed  in  discussions,  particularly  upon  the  question  of 
valuation. 

And  while  we  are  considering  the  subject  of  valuation,  T  am 
reminded  of  the  confidence  which  a  young  boy  back  in  my  State 
had  in  his  grandfather.  The  little  boy  came  in  to  St.  Paul  from 
a  small  country  town.  It  was  the  first  time  in  his  life  he  had 
ever  been  in  a  city  of  any  size.  He  was  walking  up  Kobert  Street, 
when  he  observed  a  large,  fleshy,  colored  woman  approaching  him, 
and  as  she  passed  by  he  gazed  at  her  with  wonder  and  he  said, 
"Grandpa,  grandpa,  did  you  notice  that  that  lady's  face  was 
black?"  . 

His  grandfather  said,  "Yes,  she  is  a  colored  lady." 

"Well,  is  she  colored  all  over?" 

"Yes,  my  boy,  that  is  so." 

"Gee,  grandpa,  but  you  do  know  a  whole  lot,  don't  you?" 
(Laughter.) 

That  is  the  opinion  that  the  Committee  on  Complimentary  Reso- 
lutions has  of  the  ability  of  many  of  the  gentlemen  who  have 
been  discussing  valuation  matters  and  statistics  here  this  year. 

I  move  that  it  is  the  sense  of  this  Convention  that  we  convey 
our  appreciation  to  President  Finn  for  the  extraordinary  tem- 
perament he  has  displayed  during  this  Convention,  and  the  im- 
partial way  in  which  he  has  conducted  his  office. 

Also  to  the  members  of  the  Interstate  Commerce  Commission, 
for  gracing  this  Convention  with  their  attendance  during  its 
sessions. 

To  the  Secretary,  for  the  admirable  way  in  which  he  has  de- 
livered the  reports  to  us,  and  also  for  the  pains  he  has  taken  to 
see  that  ample  publicity  has  been  given  to  the  daily  press  of  the 
deliberations  of  this  Convention.  We  have  received  more  pub- 
licity this  year  than  the  Convention  has  ever  received  heretofore. 
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Also  to  the  Interstate  Commerce  Commission  for  giving  us  tke 
privilege  of  this  assembly  room  during  the  time  we  have  been  here. 

While  this  is  informal,  it  is  very  well  meant,  and  I  move  that 
that  be  the  sense  of  the  Convention. 

Air.  THOMPSON,  of  Illinois.  I  second  that  motion. 

The  PRESIDING  OFFICER  (Air.  Elmquist).  Gentlemen,  you  have 
heard  the  report  of  the  Committee  on  Complimentary  Resolutions. 
What  is  your  pleasure? 

The  report  was  unanimously  agreed  to. 

Mr.  BURR,  of  Florida.  Air.  President,  I  want  about  thirty  sec- 
onds on  a  matter  that  I  should  like  to  discuss  for  thirty  minutes. 

I  feel  that  the  people  of  the  United  States  owe  a  debt  of  gratitude 
to  the  Hon.  Clifford  Thorne  of  Iowa  for  the  important  part  that 
he  has  taken  in  the  advanced  rate  cases,  both  the  old  and  the 
new,  and  I  think  he  has  contributed  a  great  deal  to  the  cause  of 
the  shipping  public  in  this  country.  I  think  his  work  shoAvs  that 
he  has  labored  like  a  lion  in  preparing  himself  to  present  the 
matters  that  he  has  presented,  in  the  able  way  in  which  he  has 
presented  them,  and  I  feel  that  we  ought  to  tender  to  him  a  vote 
of  thanks  for  representing  us  all  in  so  able  a  manner,  when  we 
could  not  ourselves  be  present.  I  make  that  motion. 

Mr.  STUTSMAN,  of  North  Dakota.  Mr.  President,  it  is  a  pleasure, 
on  behalf  of  North  Dakota,  to  second  that  motion. 

The  motion  was  unanimously  agreed  to. 

President  FINN.  Gentlemen,  the  business  of  this  Convention  is 
about  concluded  and  with  it  ends  my  labor  as  the  President  and 
the  Executive  of  the  National  Association  of  Railway  Commis- 
sioners for  the  year  1914.  In  many  ways  this  has  been  a  delightful 
year  to  me  and  I  feel  a  personal  pride  in  the  success  of  this 
Association  as  it  is  generally  conceded  that  this  has  been  the  most 
interesting  and  best  attended  Convention  in  the  history  of  this 
organization.  While  I  say  that  I  feel  a  personal  pride  in  this 
achievement,  I  want  you  to  understand  that  I  believe  that  the 
membership  of  this  Association  have  been  made  to  feel  that  the 
success  of  the  Convention  depended  upon  the  individual  efforts 
of  each  member;  and  prompted  by  the  recognition  of  this  indi- 
vidual responsibility  each  member  responded  to  his  duty — hence, 
the  success  of  the  Association. 

I  feel  that-  it  is  a  duty,  which  Ave  owe  ourselves,  to  express  to 
the  members  of  the  Interstate  Commerce  Commission  again,  our 
sincere  appreciation  of  the  interest  which  they  have  manifested 
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in  the  proceedings  of  this  Association  and  in  the  proceedings  of 
our  former  Conventions.  They  have  given  us  the  benefit  of  their 
wide  experience  and  valuable  knowledge  by  taking  important 
parts  in  the  discussion  of  the  great  questions  which  have  come 
before  us.  I  wish  to  thank  this  Association  for  the  honor  and 
compliment  which  you  have  paid  me  by  privileging  me  to  preside 
as  President  of  what  I  conceive  to  be  one  of  the  greatest  organ- 
izations in  the  Nation.  It  now  falls  to  my  lot  to  perform  a 
very  pleasant  privilege — that  of  presenting  to  you  your  future 
President  for  the  year  1915,  the  Hon.  Clifford  Thorne  of  Iowa. 
Although  his  name  is  Clifford  Thorne  I  have  often  wondered  why 
he  insists  upon  signing  his  name  C.  Thorne  but  I  have  at  last 
discovered  the  reason.  Whenever  the  common  carriers  of  this 
country  desire  to  have  their  rates  increased  it  must  be  thoroughly 
understood  by  them  that  before  they  can  do  so  they  must  lirst 
"See  Thorne."  I  am  sure  that  you  will  find  in  your  future  pre- 
siding officer  an  honest,  fearless  and  capable  President  who  will 
be  a  credit  to  himself  and  to  the  Association.  It  is  with  great 
pleasure  that  I  present  to  you,  Mr.  Thorne,  this  gavel  as  a  token 
of  the  office  to  which  you  have  been  elected;  and  it  is  also  a 
pleasure  that  I  present  to  you,  gentlemen  of  this  Convention,  the 
Hon.  Clifford  Thorne  of  Iowa.  (Applause.) 

President  THORNE.  Gentlemen,  no  words  of  mine  can  express 
my  hearty  and  sincere  appreciation  of  these  kind  expressions,  from 
the  gentleman  to  whom  you  have  just  listened,  and  of  the  action 
of  this  Association. 

There  are  some  great  problems  ahead  of  us.  Perhaps,  the  chief 
question,  or  one  of  the  chief  questions,  with  which  this  generation 
has  to  wrestle  is  how  to  devise  practical,  efficient,  wise  methods 
of  regulation  for  organized  business.  The  steam  engine,  the 
railroad  and  the  telegraph  have  made  possible  some  enormous 
organizations,  of  which  the  most  stupendous  example  in  the  whole 
history  of  civilization  is  the  railroad  industry  in  the  United 
States.  A  large  part  of  the  burden  of  the  solution  of  these  prob- 
lems will  rest  upon  the  shoulders  of  the  men  who  make  up  this 
organization  during  our  generation.  It  is  not  a  task  which  calls 
for  radical,  short-sighted  policies.  We  must  look  forward  to  the 
consequences  of  all  our  actions.  We  must  consider  the  rights  of 
both  sides,  the  public  and  the  carriers,  and  it  is  my  sole  desire 
that,  in  the  future,  everything  I  shall  do  shall  be  of  that  character 
and  in  that  spirit.  I  want  to  act  as  wisely  and  as  efficiently  as 
it  is  in  my  power  to  act.  Whatever  is  said  or  done  in  the  future, 
I  want  you  gentlemen  to  believe  that  is  true. 
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During  the  year  that  is  to  come,  if  any  of  you  men  have  any 
suggestions  as  to  the  conduct  of  our  next  Convention,  I  shall 
be  very  grateiul  to  you  if  you  will  write  to  me  in  detail  011  that 
subject. 

I  believe  it  is  customary  for  us  to  hear  from  the  other  newly 
elected  officers.  Where  is  Judge  Prentis?  He  has  gone. 

Mr.  HALL,  of  Nebraska.  He  had  to  leave  a  few  minutes  ago. 

President  THORNE.  The  Secretary  is  next  in  order.  Perhaps  you 
gentlemen  are  not  acquainted  with  Mr.  Connolly.  (Laughter.) 

Secretary  CONNOLLY.  Gentlemen,  the  Secretary  has  nothing  to 
«ay.  I  will  not  detain  you  by  making  any  address. 

President  THORNE.  What  is  the  further  pleasure  of  the  Con- 
vention? 

Mr.  JOHNSON,  of  Pennsylvania.  It  is  not  a  pleasure,  but  I  move 
that  this  Convention  now  adjourn,  sine  die. 

The  PRESIDENT.  Before  putting  that  motion,  there  is  one  mat- 
ter that  I  want  to  speak  of.  During  this  session  we  have  listened 
to  the  discussions  and  arguments  by  the  Honorable  John  M. 
Eshleman  of  California,  and  I  want  especially  to  commend  his 
splendid  manner  in  handling  these  public  questions.  His  brilliant 
and  effective  discussion  has  been  very  interesting  and  very  in- 
structive to  me. 

The  question  is  on  the  motion  that  this  Convention  adjourn 
without  delay. 

The  motion  was  agreed  to. 

Accordingly  (at  4:45  o'clock  P.  M.)  the  Convention  adjourned, 
sine  die. 
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I. — NAME. 

^  The  name  of  this  association  shall  be  "The  National  Association  of  Railway 
Commissioners,"  and  its  object  the  discussion  of  subjects  pertaining  to  the 
operation  and  supervision  of  railway  companies  and  other  public  service 
corporations. 

II. — MEMBERSHIP. 

_  Active  membership  shall  embrace  only  '<  the  Interstate  Commerce  Comniis- 
sioners,  the  railway  commissioners  or  deputy  commissioners  of  the  several 
States  and  Territories  of  the  Union  and,  in  those  States  and  Territories  having 
no  railway  commission,  State  officers  who  by  law  exercise  active  supervisory 
powers  over  the  affairs  of  railways;  also  the  secretary,  assistant  secretary,  and 
chief  clerk  of  the  Interstate  Commerce  Commission,  and  the .  secretary,  assistant 
secretary,  and  clerk  of  each  State  railway  commission,  where  such  office  is 
created  by  law;  and  any  member  of  any  board  or  bureau  of  a  State  or  Terri- 
tory created  by  law  whose  duty  requires  of  the  members  of  said  board  or 
bureau  the  regulation  or  supervision  of  a  public-service  corporation.* 

Honorary  membership  shall  include  former  members  of  the  association,  a 
committee  of  three  from  each  steam  or  electric  railway  accounting  association, 
the  statistician  of  the  Interstate  Commerce  Commission,  and  of  the  several 
State  commissions,  together  with  the  regular  counsel,  the  regularly  employed 
rate  experts,  not  more  than  one  for  each  commission,  and  the  engineers  of  said 
:ommissions. 

Active  members  shall  be  entitled  to  one  vote  each,  if  present,  upon  all  ques- 
tions coming  before  the  association.  Honorary  members  shall  have  the  privi- 
leges of  the  floor  and  the  right  of  debate,  but  shall  not  be  entitled  to  vote. 

III. — OFFICERS. 

The  officers  of  the  association  shall  consist  of  a  president,  two  vice  presidents, 
a  secretary,  and  an  assistant  secretary,  who  shall  discharge  the  duties  ordinarily 
devolving  upon  such  officers  in  similar  associations.  All  of  such  officers  (except 
the  secretary)  shall  be  elected  from  the  active  members  of  the  association  by 
ballot,  upon  nomination  upon  the  floor  of  the  convention,  and  shall  hold  office 
from  the  close  of  that  annual  session  at  which  they  are  elected  until  the  close  of 
the  next  annual  session  and  until  their  successors  are  chosen.  If  an  officer  (except 
the  secretary)  becomes  disqualified  for  active  membership  during  his  term  of  office, 
he  shall  thereby  lose  the  right  to  vote. 

IV. — COM  MITTEES. 

The  following  shall  be  the  standing  committees  of  the  association,  consisting 
of  seven  members  each,  to  be  appointed  from  among  its  members  by  the 
president : 

i.  An  executive  committee,  of  which  the  president  and  secretary  shall  be 
ex  oMcio  members.  This  committee  shall  have  general  charge  of  the  arrange- 
ments governing  the  holding  of  the  several  meetings  of  the  association  and  the 


*  And  the  members  of  the  Board  of  Railway  Commissioners  for  Canada    (Admitted 
to  membership  by  Amendment  of  Constitution,  adopted  October  29,   1913). 
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conduct  of  business  at  those  meetings.  The  first  order  of  business  after  the 
calling  to  order  of  a  convention  shall  be  the  report  of  this  committee.  The 
report  of  this  committee  and  of  all  other  committees  shall  be  filed  for  printing 
and  distribution  at  least  30  days  before  holding  the  annual  convention. 

2.  Amendment  of  act  to  regulate  commerce. 

3.  Car  service,  demurrage,  reciprocal  demurrage,  storage  rules,  and  charges. 

4.  Express  service  and  express  rates. 

5.  Grade  crossings  and  trespassing  on  railroads. 

6.  Legislation. 

7.  Powers,  duties,  and  work  of  railway  commissioners. 

8.  Railroad    taxes    and    plans     for    ascertaining    fair    valuation    of     railroad 
property. 

9.  Rates  and  rate  making. 

10.  Railway  capitalization. 

11.  Railway  service  and  railway  accommodations. 

12.  Safety  appliances. 

13.  Statistics  and  accounts. 

14.  Shippers'  claims. 

15.  Statistics  and  accounts   of   electric  railways. 

16.  Telephone  and  telegraph  rates  and  service. 

17.  Uniform  classification  and  simplification  of  tariff  sheets. 

18.  Special  committees  authorized  by  the  executive  committee. 

19.  Such  other  committees  as  the  convention  may  by  majority  vote  create. 

V. — -ANNUAL  MEETING. 

One  meeting  of  the  association  shall  be  held  each  year.  The  time  and  place 
for  each  meeting  shall  be  designated  by  the  preceding  convention  but  in  case 
of  failure  to  so  designate  the  executive  committee  shall  call  the  meeting. 

In  case  of  exigency  the  executive  committee  shall  have  authority  to  take  a 
vote  of  the  members  of  the  association  by  mail  upon  the  question  of  changing 
the  previously  fixed  time,  and  if  necessary  the  place  of  holding  the  annual  con-| 
vention  of  the  association,  and  thereupon  the  committee  shall  issue  a  circular 
notifying  the  members  of  the  result  and  any  change  thereby  ordered.  In  taking 
any  such  vote  the  executive  committee  shall  present  a  proper  date,  or  place,  or 
both,  if  necessary,  and  the1  question  shall  be  whether  or  not  the  time  or  place  or 
both  shall  be  so  changed. 

VI. — AMENDMENTS. 

This  constitution  may  be  amended  at  any  annual  convention  by  a  majority 
vote  of  the  active  members  present,  provided  that  such  amendment  has  been 
submitted  in  writing  to  the  secretary  of  the  association  and  by  him  sent  to- 
the  Interstate  Commerce  Commission  and  the  several  boards  of  railroad  com- 
missioners at  least  two  months  previous  to  the  meeting  of  said  annual  conven- 
tion. If  no  notice  of  the  proposed  amendment  has  been  given  as  above,  it  shall' 
require  a  two-thirds  vote  for  its  adoption. 
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discussion  of  report  of  valuation  committee 263,274 

Dow,  M.  A.  : 

address  on  the  "safety  first"  policy  of  N.  Y.  C.  &  H.  R.  railroad 110 

Drinking  cups,  sanitary   67,  74,  81 

Dunne  (Gov.  of  Illinois),  conference  with  railroads  as  to  grade  crossings  109 

Election  of  officers 142 

Electric  railways,  statistics  and  accounts  of,  report  of  committee  on 444 

Elmquist,  C.  E.  (Minn.)  : 

report,  as  chairman  committee  on  complimentary  resolutions 462 

discussion  of  report  of  committee  on  amendment  to  act  to  regulate 

commerce     305, 318 

Embargoes   

Equipment,  report  of  committee  on  rails  and  equipment 381 

Eshleman,  J.  M.   (Cal.)  : 

discussion  of  report  of  committee  on  express  service  and  express  rates 

report  as  chairman  committee  on  time  and  place  of  next  convention.  62 

discussion  of  report  of  sub-committee  on  operating  expenses  by  classes 

of  service   125 

discussion  of  proposed  amendment  to  the  act  to  regulate  commerce  227,232,298 
report  as  chairman  committee  on  railroad  taxes  and  plans  for  ascer- 
taining  fair  valuation   of  railroad   property 146 

-~        discussion  of  report  of  committee  on  valuation 249,  281 

(  Executive  committee,  report  of 

V        report  on  publication   of  State  decisions 

Expenses,    operating,    classification    of 119, 122 

Express  service  and  express  rates,  report  of  committee 

sub-committee  to  secure  revision  of  I.  C.  C.  sub-block  zones 

Canadian  commission  to  be  represented  on  committee 

continuation    of   committee    58 

work  of  sub  committee    58 

special  meeting   

comparative  income   for  mileage  operated,   1913,   1914 52 

comparative    expenses.    1913,    1914 

to  receive  advice  from  I.  C..  C _ •  •          234 

Extensions  and  improvements,  regulation  to  govern  reporting,  recording, 

etc.    (valuation    order   No.   5) 

False  billing,  reoort  of  committee  on  legislation 327 

Farrell,  P.  J.   (I.  C.  C.)  : 

discussion  of  report  of  the  committee  on  the  amendment  of  the  act  to 
regulate   commerce    295 
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Finn,  Laurence  B.    (Ky.)  : 

address  as  president  . ]•> 

discussion  of  proposed  amendment  to  the  act  to  regulate  commerce 220,  304 

regulation   of   securities 357 

Freight  rates  (see  overcharges)    (see  rates). 

incorrect  quotation  of 77 

Funk,  F.  H.  (111.)  : 

discussion  of  report  of  committee  on  grade  crossings  and  trespassing 
on  railroads  101 

discussion  of   report  of  valuation  committee .    256-257 

Gettle,  L.  E.  (Wis.)  : 

discussion    of    report   of   committee   on    railway    service    and    railway 

accommodations   78 

Grade  crossings  and  trespassing  on  railroads,  report  of  committee  deferred  63 

report   of  committee    85 

recommendations  for  legislation  to  require  separation  of  grade  cross- 
ings      94 

report    adopted 108 

Hale,  Arthur : 

the  danger  of  freight  congestion 30 

Hall,  T.  L.  (Neb.)  : 

discussion   of   report   of   committee    on    railway    service    and    railway 
accommodations    74,     76,    83 

discussion  of  report  of  committee  on  grade  crossings  and  trespassing 
on  railroads  106 

discussion  of  report  of  valuation  committee 260 

discussion  of  report  of  committee  on  rates  and  rate  making 343 

report  as  member  committee  on  railway  capitalization 358 

Harlan,  J.  S.  (I.  C.  C.)  : 

report  as  chairman  committee  on  shippers'  claims 431 

Henshaw,  G.  A.  (Okla.)  : 

discussion  of  report  of  committee  on  express  service  and  express  rates  61 

Higgins,  R.  T.  (Conn.)  : 

discussion  of  report  of  committee  on  grade  crossings  and  trespassing 

on  railroads  108 

Hillyer,  Geo.   (Ga.)  : 

discussion  of  report  of  valuation  committee 258,  274,  276 

discussion  of  report  of  committee  on  rates  and  rate  making 346 

Hughes,  O.  H.   (Ohio)  : 

report    as    chairman    of    committee    on    railway    service    and    railway 
accommodiations    64 

discussion    of    report   of   committee    on    railway    service    and    railway 

accommodations   801 

Interchange  facilities,  rates,  rules  and  regulations  for 71 

Interstate  Commerce  Commission    (see  act  to  regulate  commerce). 

co-operation  with  State  commissions 

extension  of  authority  of 

report  of  work  being  done  by  division  of  valuation   147 

statement   of   amounts   adjusted    for   loss   and   damage   to    freight   by 

steam    railways     (insert)     440, 441 

Inventory  and  appraisal  forms,  report  of  committee  on  railroad  taxes  and 

plans  for  ascertaining  fair  valuation  of  railroad  property 160,175 

Inventory,  of  materials  and  supplies   (valuation  order  No.  4) 154 

Investments,  classification  of,  report  of  committee  on  railroad  taxes  and 

plans  for  ascertaining  fair  valuation  of  railroad  property 

Investment  enterprises,  report  of  committee  on  statistics  and  accounts  of 

electric  railways  455 

Jennings,  Everett  (111.)  : 

discussion  of  report  of  committee  on  legislation 

discussion  of  report  of  committee  on  rates  and  rate  making 

Johnson,  E.  R.  (Pa.)  : 

report  as  chairman  of  committee  on  rates  and  rate  making 

Joint  action  by  State  commissions,  necessity  of 
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Joint  utility  operation,  report  of  committee  on  statistics  and  accounts  of 

electric  railways  !•>"> 

Ketchum,  N.  S.  (la.)  : 

letter  to  chairman  of  committee  on  amendment  of  act  to  regulate  com- 
merce            196 

Land,   appraisal   of   railroad 180, 243 

carrying  on  books  in  excess  of  actual  cash  cost 278 

Law  Reporting  Co. : 

publication  of  proceedings   29, 62. 

Legislation,    report   of   committee   on 326 

requested  to  consider  injustice  resulting  from  quoting  incorrect  rates  84 

Long  and  short  haul  clause    14 

Lorenz,  M.  O.  (I.  C.  C.)  : 

report  as  chairman  sub-committee  on  operating  expenses  by  classes  of 

service   122 

Loss  and  damage  to  freight,  table  of  adjustment  for  (insert)    440,441 

McChord,  C.  C.  (I.  C.  C.)  : 

statement  re  report  of  committee  on  rails  and  equipment 376 

report  as  chairman  committee  on  rails  and  equipment 378 

Maltbie,  M.  R.  (N.  Y.)  : 

discussion  of  report  of  sub-committee  on  operating  expenses  by  classes 

of  service  124 

annual    report    forms    126 

discussion  of  report  of  valuation  committee 275 

resolution  defining  action  of  the  convention  in  questions  in  rate  cases.  325 

report,    as   chairman    executive   committee,   on    valuation    of    common 

carriers     169,  185 

Mann,  Seth  :  / 

comments  on   Mr.   E.   E.  Mote's  letter    45 

Materials  and  supplies  on  hand 156: 

Maxwell,  A.  J.  (N.  C.)  : 

discussion   of    report   of    committee   on    railway    service   and    railway 

,-  accommodations   84 

^Members  in  attendance  6 

entitled  to  vote    319' 

Memorials,   report  of  committee  on 461 

Meyer,  B.  H. : 

report,  as  chairman,  of  committee  on  statistics  and  accounts 117 

remarks  on  report  of  committee  on  valuation 272' 

Meyers,  W.  J.  (I.  C.  C.)  : 

report  as  a  member  of  committee  on  statistics  and  accounts 117 

annual  report  forms 

discussion  of  report  of  committee  on  valuation 282, 290 

Minnesota  rate  case   245, 279 

Mote,  E.  E. : 

effect  of  a  high  demurrage  rate  in  promoting  greater  efficiency 

Multiplier  theory,  application  in  appraisal  of  lands 242 

Niles.  E.  C.  (N.'H.)  : 

discussion  of  report  of  committee  on  grade  crossings  and  trespassing 

on  railroads 

Notices,  posting  of  67 

Officers : 

convention     

election  of  for  ensuing  year '. 

Operating  expenses,  report  by  sub-committee  of  committee  on  statistics  and 

accounts,  on  

Order  of  business   

Orders  and  decisions,  publication  of 114, 125 

Organization    of    convention    

Original   cost   of   railroad   property 139, 165, 

Overcharges,   repayment   of    70, 8C 

Passenger  service  on  freight  trains 69,  82" 
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Payne,  J.  L.   (Canada)  : 

discussion  of  report  of  committee  on  express  service  and  express  rates  6] 
discussion  of  report  of  committee  on  grade  crossings  and  trespassing 

on    railroads    102,  105 

Powell,  U.  G.  (Neb.),  discussion  of  report  of  valuation  committee 288 

Powers,  duties  and  work  of  railway  commissions,  report  of  committee  on, 

deferred    63,  115 

Prentis,  Robt.  R.   (Va.)  : 

report  as  chairman  of  executive  committee 

discussion  of  report  of  committee  on  express  service  and  express  rates  60 
discussion    of    report   of    committee    on    railway   service    and    railway 

accommodations 77 

elected    first    vice-president     144 

discussion  of  proposed  amendment  to  the  act  to  regulate  commerce. . .  204 

..       annual    report    forms    293 

(President's  address   12 

Proceedings : 

first  day 

second  day 85 

third  day 188 

fourth  day  275 

publication  of 62 

Prouty,  C.  A.  (I.  C.  C.)  : 

discussion   of    railway   valuation 128 

Publication  of  decisions  and  orders,  special  committee  on 114,125 

Public   Service  Regulation  and  Federal   Trade   Reporter 29 

Rail  failures,  report  of  committee  on  rails  and  equipment 382 

table  of  broken  rails  in  N.  Y 401 

Railroad  property  (see  valuation). 

non-operative    154 

Railroad  taxes  and  plans  for  ascertaining  fair  valuation  of  railroad  prop- 
erty, report  of  committee  on 146 

report  of  executive  committee  of 169 

continuance   of   membership    276 

Rails  and  equipment,  report  of  committee  on 378 

Rails,  table  of  dimensions,  report  of  committee  on  rails  and  equipment 411 

Railway  capitalization,  report  of  committee  on 358 

Railway  service  and  railway  accommodations,  report  of  committee  on....  64 
Railway  valuation   (see  valuation). 

Rate  adjustments  71 

Rates  and  rate  making; 

report  of  committee  deferred    64,  116 

report  of  committee    336 

Rates,  loss  and  damage  resulting  from  incorrect  quotation  of 328 

Re-consignment  privileges 36 

Relation   of   cost  to    rates 340 

Reports,  printing  of,  for  railroad  commissions  of  the  States 294 

Resolutions  : 

for  special  committee  on  publication  of  decisions  and  orders  of  State 

commissions     1 14 

relative  to  valuation  of  lands  owned  by  public  service  corporations  . . .  273 

re  consideration  of  need  for  utilities  in  making  valuations 274 

rejected   274 

reconsidered  and  agreed  to   277 

referred  to  committee  on  valuation 277 

defining  action  of  the  convention  as  to  questions  in  rate  cases 325 

re  regulation  of  issuance  of  securities 358 

legislation  authorizing  uniform  freight  classification 373 

complimentary    462 
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Reynolds,  C.  A.  (Wash.)  : 

discussion    of    report   of    committee    on    railway    service    and    railway 

accommodations   "•"> 

discussion  of  report  of  committee  on  grade  crossings  and  trespassing 

on  railroads  103 

discussion  of  proposed  amendment  to  the  act  to  regulate  commerce.. 

discussion  of  report  of  committee  on  rates  and  rate  making 340 

discussion   of    report  of  committee   on   railroad  taxes  and   plans   for 
ascertaining  fair  valuation  of  railroad  property 242 

Richards,  J.  G.,  Jr.  (S.  C.)  : 

discussion    of    report   of    committee    on    railway    service   and    railway 

accommodations    77,    82 

discussion  of   report  of  committee  on  amendment  to  act  to   regulate 

commerce 317 

Robinson,  F.  C.   (S.  D.)  : 

discussion  of  report  of  committee  on  grade  crossings  and  trespassing 
on  railroads 100 

Safety  appliances,  report  of  committee  on,  deferred 117 

Safety  first,  address  by  Mr.  M.  A.  Dow  as  to  policy  of  N.  Y.  C.  &  H. 

~  R.  R.  R.  regarding  110 

Safety  first  movement   (see  grade  crossings  and  tresspassing). 

Secretary,    report    of 

Securities,  governmental  regulation  of    (Finn,   L.   B.) 20 

State   and   interstate    regulation    of 330, 341 

relation  to  rate  making 338,  358 

funds  secured   from  sale  of 

Shaw,  W.  A.    (Illinois)    annual  report  forms 

Shippers'  claims,  report  of  committee  on 437 

Shreveport  case   (see  report  of  committee  on  amendment  of  act  to  regu- 
late commerce,  and  discussion  thereon). 

Spinning,  F.   R.    (Wash.)  : 

discussion  of  report  of  committee  on  grade  crossings  and  trespassing 
on  railroads  96 

State  decisions,  publication  of 

State  forms  for  annual  reports 

Station   agents,   demeanor  of    72 

Station  buildings 65 

Statistics  and  accounts  : 

report  of  committee  on •>          117 

carrying  property  in  excess  of  actual  cash  cost (          278 

Statistics  and  accounts  of  electric  railways,  report  of  committee  on 

Steel  cars,  report  of  committee  on  rails  and  equipment 

Storage   rules,  code  of 

State  and  Interstate  Commissions : 

co-oneration  between    

conflict  between 

State  and  interstate  rates,  conflict  between _ ; 

Steel  cars,  recommendation  of  committee  on  railway  service  and  railway 

accommodations     .• 73 

Stutsman,  W.  H.  (N.  D.)  : 

report  as'  member  of  committee  on  memorials 

SuroHts    earnings     

Tariffs,  simplification  of 70 

Taylor,  H.  G.  (Neb.)  : 

discussion  of  report  of  committee  on  express  service  and  express  rates 
statement  on  report  of  committee  on  telephone  and  telegraph  rates..          364 
discussion  of  report  of  committee  on  amendment  of  act  to  regulate 

commerce     300, 307 

Taylor.  Shelby  (La.)  : 

discussion  of  proposed  amendment  to  the  act  to  regulate  commerce., 
resolution  as  to  amendment  of  same  withdrawn 236 


476  INDEX. 

Page. 

Telephone  and  telegraph  rates  and  service,  report  of  committee 360 

discussion  of  report   373 

Thelen,  Max  (Cal.)  : 

elected  second  vice-president    145 

Thompson,  O.  P.  (111.)  : 

discussion   of   report    of   committee   on    railway    service   and    railway 

accommodations   81 

discussion  of  report  of  committee  on  grade  crossings  and  trespassing 

on  railroads 107 

discussion  of  report  of  committee  on  amendment  of  the  act  to  regulate 

commerce     23ft 

discussion  of  report  of  committee  on  rates  and  rate  making 345-348 

Thorne,  Clifford   (la.)  : 

discussion   of    report   of    committee   on    express    service   and    express 

rates    56,    57,    58 

elected  president  of  the  association  143 

discussion  of  report  of  committee  on  amendment  of  act  to  regulate 

commerce 307 

discussion   of   report   of    valuation   committee 244,266 

discussion  of  report  of  committee  on  legislation 333 

report  as  chairman  committee  on  uniform  classification  and  simplifica- 
tion of  tariffs  367 

vote  of  thanks  for  services  in  eastern  rate  advance  case 464 

Timanus,  E.  C.   (Md.)  : 

report  as  ranking  member  committee  on  car  service  and  demurrage 
charges  '. 32 

Time  and  place  of  next  meeting: 

committee   appointed 

committee  meeting    30 

committee    report    62 

Toilet   facilities  on  trains    87 

Train  bulletins   67 

Train   service,   establishing,   maintaining  and   discontinuing 68 

power  to  order  additional 79,  82 

Transfer  points,  handling  L.  C.  L.  shipments  at 72 

Travis,  E.  L.   (N.  C.)  : 

discussion  of  report  of  committee  on  amendment  of  act  to  regulate 

commerce 315 

discussion   of   report   of  committee   on   shippers'   claims 444 

Trespassing  on  railroads   (see  grade  crossings). 

Uniform  classification  and  simplification  of  tariffs,  report  of  committee..          367 

Valuation  of  railroads ;  discussion  by  C.  A.  Prouty 128 

Valuation  of  railroad  property,  committee  on  railroad  taxes  and  plans  for 

ascertaining,  report  of  committee  on 146 

work  being  done  by  I.  C.  C.  valuation  division 147 

discussion   of   reports    241 

report  of  executive  committee  of  general  committee 169 

non-operative   property    154 

depreciation     155 

materials  and  supplies  on  hand    156 

circular  No.   1    151 

abandoned  property,  valuation  order  No.  2 152,  154 

regulations  to  govern,  the  reporting  and  recording  of  all  extensions  or 
improvements  or  other  changes  in  the  physical  property  of  com- 
mon carriers,  valuation  order  No.  3 153 

inventory  of  materials  and  supplies,  valuation  order  No.  4 154 

Valuation  of  property,  not  to  exceed  cash  cost,  resolution 

time  for  submission  of  report  in  1915 

multiplier  theory  applied  to  appraisal  of  lands 

cost  of  property  investment 246 

Walker,  James  B.  (N.  Y.)  : 

elected  assistant  secretary 145 
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Water  supply  on  trains  and  in  station  buildings  ..........................  66 

Water  transportation    ...................................................  17 

Watson,  A.  P.  .(Okla.)  : 

discussion  of  report  of  committee  on  grade  crossings  and  trespassing 
on  railroads  ......................................................  !"J 

letter    to   chairman   of   committee  on   amendment  of   act  to   regulate 
commerce    ........................................................  1  !'•"' 

report  as  chairman  committee  on  telephone  and  telegraph  rates  and 

service   .............  ..............................................  360 

discussion  of  report  of  committee  on  telephone  and  telegraph  rates  and 

service   ..............................  .............................          373 

Weber,  A.  F.  (N.  Y.)  : 

report  as  chairman  committee  on  statistics  and  accounts  of  electric  rail- 
ways .............................................................          444 

"Williams;  Wm.  D.  (Texas)  : 

discussion  of  report  of  committee  on  express  service  and  express  rates.  59 

discussion  of  report  of  committee  on  grade  crossings  and  trespassing 

on  railroads  ......................................................  104 

report  as  chairman  of  committee  on  amendment  of  act  to   regulate 
commerce   and   discussion   of    same  ................................   188,  302 

discussion  of  report  of  committee  on  valuation  .....................          289 

"Yapp,  Thos.  (Minn.)  : 

discussion  of  report  of  committee  on  express  service  and  express  rates  54 

Tates,  Richard  (111.)  : 

discussion  of  report  of  committee  on  express  service  and  express  rates    57,    58 
report  as  member  of  committee  on  grade  crossings  and  trespassing  on 

railroads    .........................................................  86 

discussion  of  report  of  committee  on  grade  crossings  and  trespassing 
on  railroads  ...................................................... 

discussion  of  report  of  committee  on  valuation.  ....................          272 

•  discussion  of  report  of  committee  on  amendment  of  act  to  regulate 

commerce     .  '.  .......................................  •  .............          304 
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